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All Roads North Lead to Canada 





If you are one of the 20,000,000 travelers who will enjoy Canada’s hospitality this summer, look 


for the Globe which says World Report on leading newsstands in the cities shown below. 


Just as it is in all parts of the world, World Report is ‘‘at home” in Canada. Besides those readers 


who regularly get their copies from the newsstands, over 1,700 thinking Canadians have World 


Report sent to their homes and offices by mail. 
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A record coal output in France was 
achieved during March by the Govern- 
ment-operated mines despite a_ short- 
age of miners and a need for modern 
equipment, Production of 4,634,000 long 
tons of coal in March exceeded the 
monthly average of 1930, the best prewar 
vear, and was 620,000 tons ahead of 
1938. Deliveries of new mining machin- 
ery from abroad have lagged, and al- 
though there are more miners at work 
now than in 1938, still more are needed. 
Krench aim is to mine 74,000,000 tons of 
coal annually by 1955. 
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A ban on cigarette shipments to Ger- 
many now is in effect. Friends and rela- 
uves of military and civilian personnel 
in Germany no longer may include to- 
bacco in gift parcels. Sales by U.S. Army 
post exchanges to authorized personnel 
will continue. In a move to check the 
activity of the black market in the U. S. 
z ne, the War Department put an end 
to shipments of some 125,000 pounds of 
tobacco a day. No cigarettes will be ac- 
cepted in trade at Army-sponsored barter 
markets inside Germany. Army post ex- 
changes have reduced the weekly ration 
by cutting out four packages of smoking 
tobacco and all cigars. 
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A giant power plant in Sweden is to 
be set up by a Government-operated 
utility company. The biggest steam boiler 
in Europe and the world’s biggest tur- 
bine of double rotation type will be built. 
A nine-story building will be needed to 
accommodate the 210-foot boiler, which 
will producé 300 tons of steam per hour. 
The steam-turbine generator will have a 
capacity of 65,000 kilowatts. Meanwhile 
the longest overhead power line in the 
world is under construction in Sweden. 
The 600-mile line will handle 380 kilo- 
\olts of alternating current. It will cost 
§ 20,000,000, 
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Large-scale exchange of students be- 
tween the U.S. and Europe is to get un- 
der way this month. Two American ships 
have been made available to carry 950 
passengers each on four round trips to 
Europe during the summer, About 5,000 
Americans are expected to tour Europe 
and attend schools and conferences. All 
costs of the trips will be paid by the 
individuals. Transatlantic fares will be 
avout 50 per cent of normal for the two 
ships. European students, including Ger- 
mans, will be brought to the U. S. on re- 
turn voyages. 
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A peacetime record for U.S. exports 
was established in the first quarter of this 
year. Goods and services provided buy- 
ers abroad amounted to $4,900,000,000. 
On an annual basis, that rate was ex- 
ceeded only in the record war year of 
1944. Food shipments accounted for 
$614,958,000, slightly less than last year. 
Imports for the first quarter of 1947 
totaled $1,900,000,000, of which food 
accounted for $421,094,000, 
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Russia's fur trade is to be revived by 
the first postwar merchandising program 
next month. An international fur fair is 
to be held at Leningrad during July. An 
entire years catch will be put on sale to 
buyers from abroad. Between 50 and 100 
U.S. fur dealers will be on hand. 
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A shortage of fuel oil in Canada is a 
prospect for the coming winter. Fuel sup- 
plies no longer are under Canadian Gov- 
ernment control, and dealers are refusing 
to take on any new customers. A shortage 
of ships and tank cars may reduce the 
rate of conversion from coal to oil heat- 
in;; in the Dominion. 
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Germany's scrap aluminum is to be re- 
smelted tor use within the U. S. zone and 
tor export to the United States. Some 
39,500 metric tons of aluminum and 
aluminum alloys are available on air- 
planes in the U.S. zone. To reduce the 
scrap and to cast it into pig, 15 plants 
have been selected. One plant already is 
operating. Halt of the output will go to 


the U.S. 
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Peak business by the French radio in- 
dustry earned the equivalent of more 
than $80,000,000 in 1946. Output of 
radio sets this year will run about 1,100,- 
000 compared with 800,000 in 1938. The 
level of production for 1947 will not per- 
mit any exports. 


o 08 Oo 


Hungary's growing trade with Russia 
is at a high mark for the postwar period. 
In the first quarter of this year, $2,860.- 
000 worth of goods were shipped to the 
Soviet Union by Hungary. That compares 
with $17,000 in the same period last year. 
Russia's chief purchases were petroleum 
products, but textiles, food and machinery 
also were included. Soviet exports to 
Hungary grew from $1,380,000 in the 
first quarter of 1946 to $2,260,000 in the 
same period this year, 
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Dictionary of 


FOREIGN TRADE 


By FRANK HENIUS 








Called a “Dictionary” simply because of its 
alphabetical listings, this book discusses with 
utmost thoroughness all details of buying, sell- 
ing, other aspects of international trade. Com- 
plete, specific information is given in every case, 
even listing and explaining abbreviations used. 

Never before has so much information on 
foreign trade been brought together in a single 
volume, ready for instant use. 


300 FORMS PICTURED 
An invaluable feature 
of the DICTIONARY is its 
collection of 300 forms 
used in various branches 
of foreign trade. 


AUTHORITATIVE 

The author of the DIC- 
TIONARY has drawn not 
only on his 40 plus years 
of experience as foreign 
trader and counsellor, 
but also has enlisted the 


aid of over 200 experts. 
COMPLETE 

Complete, up to date... 
the DICTIONARY is the 
only book of its kind... 
an invaluable tool for 
all engaged in or pro- 
posing to engage in for- 
eign trade. You owe it 
to yourself to become 
acquainted immediate- 
ly with this epochal 
guidebook. 


EXAMINE THIS BOOK FREE 


Mail the coupon below; receive a first-press 
copy of the DICTIONARY OF FOREIGN TRADE 
for 5-day FREE EXAMINATION. Study it. 
Make use of it. If you decide to keep it, send 
money order or check for $12.50 plus 10¢ 
postage and packing. Otherwise return the 
book and owe nothing. Mail coupon now. 
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purchasing outside of U.S.) 


ee 


JUNE 3, 1947 © 1 


= =e oF = ee me 
CLIP AND MAIL _ 
l Prentice-Hall Inc., Dept. WR-647 ] 
| 70 Fifth Avenue, New York 11, N. Y. 

Send me the new DICTIONARY OF FOREIGN | 
j TRADE for five-day FREE examination. After 5 

days, I will either send $12.50 plus 10¢ postage, or I 
| return the book. (If you send payment with order, 
\ we will pay postage. Same refund guarantee applies. ) H 
, Name j 
, Firm | 
' Address. ] 
, City State j 





at ae 


ar 
ea 


r “ in’ 2 Yah 
vated 


Se 
Maia 





Memo from the Editors 


.Appd., fer U.S, Pat.Off. 


World Report 





What does Russia want? Why does she act as she does in 
world affairs? What policies will she follow in the future? Clues to the 
answers to these questions the whole world asks may be found in a 
study of Russia’s international record since the war. A special “Report 
on World Politics,” on page 22 gives you an analysis of the develop- 
ment of Soviet policy since V-E Day, and points out the guideposts 
that help in gaining an understanding of how that policy may be 
applied in the next few months and years. 


One of the major features of the U. S. program of aid to Greece 
envisions strengthening the Greek Army for its fight against guerrilla 
bands. To find out what this “civil war” is like in terms of military 
tactics, John W. Mowinckle, our correspondent in Athens, made a 
survey of the combat area. His report appears on page 13. 


U. S. dollars are flowing to all parts of the world these days, 
providing relief, aiding reconstruction and lubricating world trade. 
The Government's activities in sending dollars abroad are well known, 
but private capital from the U. S. also is playing an important part in 
world finance. In a dispatch on page 16, we give you an account of 
how Latin America is attracting investments from private sources in 
North America—and of what U.S. industrialists, engineers, shippers 
and salesmen are doing “South of the Border.” 


A domestic battle within the U.S. over proposals to raise the 
tariff on wool is having resounding repercussions in places remote from 
the halls of Congress and the western sheep ranges. A dispatch on page 
8 describes both the circumstances of the fight in Washington and the 
consequences abroad. 


When Russian and U. S$. commanders in Korea reopened ne- 
gotiations looking toward establishment of a provisional government 
for a united Korea, our Tokyo correspondent, Joseph Fromm, hopped 
over to Seoul to cover the conferences. His dispatch analyzing the 
prospects of success appears on page 12. To provide you with the 
background for the renewal of negotiations, we reprint the text of the 
final: correspondence between U.S. Secretary of State Marshall and 
Russian Foreign Minister Molotov. Their letters can be found on 
page 38. 

The Marshall-Molotov letters are only a part of this week’s “Texts” 
section. On page 33 is the speech by Andrei A. Gromyko, Russian dele- 
gate to the United Nations, in which he outlines the Soviet Union’s 
position on the control of atomic energy, followed by Winston Church- 
ill's London speech advocating the formation of a United Europe. 


“The Editors of "World Report” 
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FROM THE CAPITALS OF THE WORLD 


For World Report 
Issue of June 3, 1947 
Volume 2, No. 22. 


There's a gradual awakening, a growing.realization that, of all the big jobs 
facing the U.S., the biggest job is to get the world operating on a paying basis. 

War offered nothing like it. There probably hasn't been a comparable task 
in U.S. history, a task that meant so much to American business and agriculture. 
Dollars, goods, produce of all kinds are involved for years ahead on a vast scale. 

Gifts of food are necessary overseas as part of a larger undertaking. 

Pump-priming loans are a first step toward getting industry started. 

Loanssfor investment are needed to make production more efficient. 

Dollars for development are required to utilize natural resources. 

What the U.S. is learning is that a position of world leadership can be ex- 
ercised only if the U.S. is willing to underwrite world recovery, is able to act 
as the world's creditor. Any idea of a cut-rate peace is fading fast. The 
search now is for a formula that will assure an eventual return from a lending 
program that is headed into multiple billions. 




















A glance at Europe tells a striking story.eee. 

Britain is far from earning her way. Dwindling assets are being used up at 
an alarming rate. A second helping of dollars seems certain in 1948. 

France, despite bank loans and currency loans, is in acute trouble. 

Italy is on thin ice although $800,000,000 was sent her in 1946. 

Western Germany is still flat, earning only a fifth of her food imports. 

The real point is that none of those key areas has any reasonable prospect 
of recovery with the means at its dispo:al. At present they are merely exist- 
ing on subsidies and reserves, hot by successful production. 











It’s poverty in Europe and want in Asia that’ appear in U.S. trade figures. 
Official forecasts are that U.S. exports in 1947 may reach $18,000,000,000. And 
U.S. imports are running only at a rate of $8,000,000,000. 

Deficit for the rest of the world, thus, is to approach $10,000,000,000. 

More than half of that deficit will be made up by U.S. loans and grants. 

Monetary reserves, gold stocks and dividends have to fill out the gap. 

Current figures are another way of showing that U.S. alone has a capacity 
to provide the goods and equipment that can enable other nations to survive. And 
it is borrowed dollars from the same U.S. that help finance those shipments. 











Under these circumstances, the U.S. is anxious to increase imports..... 
Trade policy will have to be geared to a creditor status for U.5.; will 
have to recognize that outside borrowers must be given a chahce to work for the 
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U.S. in order to pay for purchases and to pay interest on loans. 

Stockpiling by U.S. of strategic materials from abroad will be increased. 

What needs to be remembered is that a simple balance of U.S. imports with 
U.S. exports is unlikely in the next 5 to 10 years. The real effort is aimed at 
getting Europe and Asia the tools with which, over a longer period, they can meet 
their basic needs, can restore their own plant, can develop new skills, new 
lines of products. A restored production within Europe, for instance, would 
create new purchasing power, would gradually raise living standards to a level 
near the U.S. It may take an economic union of Europe to do that. 





In other fields, disarmament remains a distinctly remote prospect. 
Disarmament suggestions, made. by Russia's Gromyko, include no promises of 
.the right of outsiders to examine closely what goes on inside Russia. 
Atomic-bomb control appears no nearer now than a year ago. 
Russia won't agree to U.S. terms for sharing and controlling the atom. U.S. 
won't agree to Russia's idea of eliminating the atom by having U.S. give up what 
it holds without getting any assurances of rigid control and inspection. 











Away in India, there's a sharp turn toward trouble, maybe civil war... 
Partitioning of India is being considered by Britain as a last resort. 
British dilemma is that she hasn't the power to coerce Hindus or Moslems. 
Three-way split among Hindus, Moslems and maharajahs is a growing prospect. 
Chief stumbling block is the geography of India. However frontiers are now 
fixed, large minority groups, Hindus and Moslems, will be left in territories 
that are dominated by one or the other. In the end, a break-up of the Indian 
Army, a forcible separating of Hindu and Moslem soldiers may provoke civil war. 














In the Western Hemisphere, Argentina is moving closer to the U.S..... 

New deportations of German agents by Argentina is the latest move. 

Argentine plea is that she has done her best to fulfill her obligation; 
that she can't be blamed for a few Nazi spies who fled elsewhere. 

Official hope in Argentina is that U.S. will overlook key spies at liberty. 

The idea of President Peron is that Argentina has made herself eligible for 
U.S. arms and equipment; that Brazil can act as an intermediary in urging on the 
U.S. an early meeting of the long delayed Inter-American Defense Conference. If 
the Argentine timetable is followed, a meeting will be held in Rio de Janeiro 
not later than August. Secretdry of State Marshall appears favorably inclined. 











Official warnings now are being raised about.economic conditions existing 
in Latin America. U.S. sellers are advised to be certain that dollar permits are 
available before making shipments. What lies at the bottom of that is this: 

Large balances of U.S. dollars were consumed by luxury imports. 

Inventories were built up beyond the capacity of retailers to handle. 

Import controls were handled loosely, subject to political pressures. 

Price rises ran ahead of wage increases. Purchasing power was cut. 

In this situation, only Cuba, Venezuela and Argentina offer certain markets. 
Cuba has plenty of dollars from sugar exports. Venezuela benefits from oil sales. 
Argentina is well off with cash from food shipments. For the rest, including Bra- 
zil and Mexico, there is a real prospect of a dollar shortage, a slowdown in trade. 

Latin America is suffering from trying to buy too much, too rapidly. 
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SHIFT FROM COMMUNISM GAINS HEADWAY 


Desire for dollars and need for unity 
in government cabinets prompt trend. 
New political line-ups may be temporary 


Communist parties in most of the 
world now are losing ground. 

@ Need for U.S. dollars is prompting 
some governments to turn away from 
the Communists. 

@ Need for unity in cabinets trying to 
direct recovery is leading other govern- 
ments to drop Communist members. 

@ The trend now showing up may be 
temporary. Many governments which 
hope for U.S. dollars are not going to 
get them. Communists may make recov- 
eries. They are so strong in a few coun- 
tries that government without their sup- 
port is virtually impossible. 

A survey is being conducted by the 
State Department to see what effect 
U.S. policy is having on the world-wide 
struggle between Communists and non- 
Communists. It is to show this: 

@ Shifts away from communism are 
more numerous since President Truman, 
on March 12, announced his plan to 
strengthen Greece and Turkey against 
communism and Russian pressure with 





LOSING GROUND 
French Communist leader Jacques Duclos 


dollar loans and credits. The map on the 
following page shows the trend. 

Russia now is concerned by Commu- 
nist setbacks in countries outside the 
Soviet Union. Radio Moscow charges the 
U.S. with supporting reactionaries, thus 
“encouraging fascism.” But liberals in 
many countries are profiting by the U. S. 
moves at Communist expense. 

In France, Communists now are out of 
the Government. They were dropped 
from the Cabinet because they tried to 
support strikers seeking more money 
while giving lip service to the Cabinet's 
wage-freezing policy. 

In the trade unions, French Commu- 
nists also are losing ground. They ex- 
pected to get control of the social secu- 
rity system through nation-wide elections 
among workers this spring, but they fell 
short of the mark when were 
counted. 


votes 


As a result, Socialists and other non- 
Communists now are challenging the 
Communist leadership within the Gen- 
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Japan’‘s Tokuda loses half of his Party 


eral Confederation of Labor, France's 
largest organization of workers. 

Chief opponent of the Communists in 
France is Gen. Charles de Gaulle, war- 
time leader of the Free French. Encour- 
aged by U.S. policy in the Mediter- 
ranean, De Gaulle founded an anti-Com- 
munist movement that claims more than 
1,000,000 members. His action speeded 
the move away from Communists. 

A non-Communist Government in 
France is looking to the U.S. for help. 
France must import 2,000,000,000 tons 
of wheat before August 1948 and needs 
about $1,.000,000.000 more for her re- 
construction program. 

Jacques Duclos, chief strategist of 
French Communists, is counting on his 
Party s influence with French workers to 
keep France from going too far from the 
Communist viewpoint in search of dollars. 

To win tavor with Frenchmen, Com- 
munists have been holding down strikes 
and increasing production. But strikes 
rising from the rank and file are breaking 
through Communist discipline. If Com- 
munists were to call for strikes, instead 
of trving to prevent them, the French 
economy might founder. 

q In Russia's 


Scandinavia, northern 


neighbors are shunning the Communists. 
Free elections among workers in Fin- 
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TO MR. TRUMAN’S DOLLAR BAIT 
Loans and credits prove effective 
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as Me BRAZIL: Communist Party 
i ie banned by electoral court 
) ¥ order; both labor and 
youth movements barred. , 
MOROCCO: Setback in 
“ France leads Moroccan 
| | Communists to drop support 
| CHILE: Three Communist Ot aiid, tn teaindalineliniie: 
ministers ousted from Cab- 
of inet; new government seeks 
| U. S. economic suppor’. 


land have taken control of the national 
trade union council away from the Com- 
munists. As a result, Finland’s relations 
with Russia are strained. The Finns have 
received more than $100,000,000 in 
loans and credits from the U.S. since 
February 1946. They will need more dol- 
lars to finance their 1948 import pro- 
gram. But Finland is in no position to 
defy Russia. . 

Danish Communists are trying to re- 
cover from a poor showing made when 
half the country voted in April. Com- 
munists received only 71,900 votes, com- 
pared with 255,536 votes in nation-wide 
elections in 1945. Denmark, making 
swift progress toward recovery, now 
seeks a $50,000,000 loan from the World 
Bank, but asks no direct credits from 
the U. S. ' 
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President Grau, 


CUBA: 
relying on Communist sup- 
port, faces growing opposi- 


Ttelabmidelamelatin @eluliulealeiee 


In Western Germany, recent elections 
show a sharp drop in Communist votes. 
Only in the district of North Rhineland- 
Westphalia in the British zone did the 
Communists get as much as 14 per cent 
of the votes cast. In Lower Saxony, Com- 
munists got but 5% per cent of the vote: 
in Schleswig-Holstein, only 5 per cent, 
and in the whole of the French zone 
less than 8 per cent. 

In Palestine, where Arab Communists 
doubled their membership in a_ year, 
Russia is losing prestige by approving a 
partition plan for Palestine which Arabs 
oppose. Many of the 20,000 workers in 
Communist unions are turning away. 
Jewish Communists, hold only 3 of 171 
Jewish Assembly seats, remain weak. 

In the Americas, an anti-Communist 
trend is growing. President Gabriel Gon- 


GERMANY: 


Communist Sia-tale his oTastolare 


Estimates of 


Germens of Western zones 


oi dele) trom 10 to:7 per cent 


BELGIUM: 
shift to opposition topples 


Communist 


Cabinet; new government 
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FRANCE: Genera! DeGaulie 
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zalez Videla, who won Chile’s elections 
in 1946 with Communist support, has 
dropped three Communist ministers from 
his Government. 

Brazilian Communists, who polled 
900,000 votes in the last elections, are 
outlawed by the electoral court which 
has ruled that the Communists want to 
overthrow the democratic regime. Bra- 
zil’s economy is closely tied to the United 
States; Washington’s policy toward Rus- 
sia and her Communist allies affects 
Brazilians. 

In Japan, three national elections held 
in April cost the Communists nearly half 
the votes they polled in 1946. Commu- 
nists have only 4 out of 466 seats in the 
lower house of Parliament, with no seats 
at all in the upper house. On May Day, 
with free lunch as an attraction, about 
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300,000 workers listened to Communist 
leader Kyuichi Tokuda in Tokyo, but 
Tokuda’s following outside the major 
cities is small. 

@) Shifts toward communism are less 
numerous. 

In Italy, the Communist Party is a 
powerful state within a state with its 
own hospitals, schools and secret police. 
It is profiting from Italy’s desperate pov- 
erty in the ruins of a dictatorship and a 
war. In a land where there are not 
enough jobs and not enough food for 
millions while a few live on a thriving 
black market, Communist promises of a 
“noor man’s state” are winning the sup- 
port of many followers. 

The U.S. has already pumped more 
than $1,000,000,000 worth of relief into 
Italy. The U.S. Export-Import Bank is 


considering Italy's application for $100,- 
000,000 in credits. But dollars given and 
dollars promised still have given Italians 
little hope for the future. As a result, 
Communists and their allies recently won 
34% per cent of the vote even in Sicily, 
a Monarchist stronghold, and control 
large majorities in industrial areas. 

In Berlin, encircled by the Soviet zone 
of occupation, the Communists have cap- 
tured control of 500,000 workers through 
trade-union elections. Social Democrats, 
who won a majority in general elections 
for Berlin’s government last autumn are 
handicapped in competing for Berlin’s 
workers by Russia's refusal to let them 
fire Communist officials held over from 
the previous regime. 

In Eastern Europe, Communists run- 
ning Yugoslavia and Bulgaria tolerate 
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little opposition. As a result, Hungary s 
non-Communist Government is weaken- 
ing under Communist pressure through 
the police, who are Communist con- 
trolled, and through Russian demands 
for reparations. Poland, though tightly 
held by Communists, is seeking dollar 
loans controlled by the U.S. 

@ Deadlocks between Communists and 
non-Communists are increasing as a re- 
sult of these shifts. 

A new balance between Communists 
and non-Communists may prove to be 
the result of the present trend. Gains 
now being made by non-Communists 
may not be permanent, but it will take 
the Communists a long time to recover 
all the votes and prestige lost since the 
U.S. established a new policy in the 
Mediterranean. 
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U.S. FACES DILEMMA OVER WOOL TARIFF 


Boost in duty to protect home industry 


would cut loan payments by debtor nations . 
and upset program to free world trade 


U.S. hopes of getting repayment on 
the billions of dollars loaned to other na- 
tions are becoming entangled in a con- 
troversy over wool. 

@ A hot fight is now raging in Wash- 
ington over a proposal to raise the U. S. 
tariff on wool above the present 34 cents 
a pound. Senate approval of the increase 
voted by the House of Representatives 
would put President Truman on the spot. 
He would have to decide, in the face 
of conflicting American interests, whether 
to sign or veto. His Cabinet is sharply 
split on the issue. 

@ Repercussions of the Washington con- 
troversy already have deadlocked an in- 
ternational conference called into session 
at Geneva, Switzerland, at the insistence 
ot the U.S. Idea of the conference is, 
first, to negotiate trade deals among the 
U.S. and 18 other nations, and then to 
set up an International Trade Organiza- 
tion dedicated to expanding world trade 
by lowering tariffs and other barriers. 

Now the U.S. Congress is talking 
about raising the tariff on wool, and Rep. 
Harold Knutson, chairman of the House 
Ways and Means Committee which initi- 
ates tariff legislation, threatens to boost 
import duties on other commodities. Knut- 
son warns American negotiators at Ge- 
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neva that, if they offer tariff concessions 
which result in “damage to vital indus- 
tries,’ Congress will promptly put the 
duties back up. 

What worries the Truman Administra- 
tion, in this situation, is how the U.S 
Treasury is to collect interest and prin- 
cipal on the billions invested abroad. If 
Amercan tariffs go up, ability of debtor 
nations to sell in the U.S, market goes 
down. And if the debtors can’t exchange 
their goods for dollars, they can't pay 
their debts to the U. S. 

Next step in the chain reaction, Wash- 
ington officials fear, would be the drying 
up of all U.S. loans to other nations. 
After that, it is assumed that American 
influence overseas would decline, the 
U.S. would retreat from Europe, and 
current attempts to build world co- 
operation would collapse. 

@ Battle over wool is thus seen as a 
major engagement in a campaign of 
great significance throughout the world. 

Trouble started when a U.S. Govern- 
ment agency, the Commodity Credit Cor- 
poration, found itself with nearly 500,- 
000,000 pounds of American wool on its 
hands—more than a years production— 
and no way to sell it. 

The CCC acquired this wool in order 
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Price of imported wool 
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to support farm prices and stimulate pro- 
duction. Price to farmers since 1943 has 
averaged 42 cents a pound (grease 
basis), compared with 22 cents in 1939 
and an average of 26 cents throughout 
1920-40. At 42 cents, the CCC price has 
been running about 10 per cent above 
the market. 

Difficulty is, however, that Congress 
has forbidden the CCC to sell any of its 
500,000,000 pounds below this 42-cent 
level. 

Trouble piled up, in the eyes of 
American sheepmen, when wool from 
overseas began pouring in to U.S. mar- 
kets in response to a record demand for 
textiles. The imported wool costs less to 
produce than domestic wool, and sells 
cheaper even after crossing a couple of 
oceans and climbing up over the Ameri- 
can tariff wall. Result is that wool from 
the Southern Hemisphere, by underselling 
the U.S. product, last year accounted 
for 78 per cent of the apparel wool con- 
Sumed by American mills. 

Pressure on Congress, in consequence, 
is to answer the demand of U.S. wool 
producers for protection against lower- 
cost wool from overseas, while at the 
same time devising a way for the CCC 
to liquidate its $200,000,000 investment. 

Congressional solution, accordingly, is 
shaping up about like this: An instruction 
to the CCC, in the first place, to keep on 
buying U.S. wool until the end of 1948 
at 42 cents a pound. But since this is 
above the market, the CCC is to be 
authorized to sell its holdings of -wool 
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at the market, the Government taking 
the loss. Then, in order to put U.S. wool 
on even terms with imported wool, the 
President is to be invited to raise the 
tariff to the extent necessary. 

The accompanying chart shows the 
maximum possibilities under the proposal 
now before Congress. (Figures are on 
the basis of clean wool, which brings 
roughly three times the price of wool in 
the grease.) Assumption is, however, 
that in practice any increase in the wool 
tariff would be considerably less. 

q@ U.S. bargainers at Geneva, neverthe- 
less, had not counted on anything of this 
sort. 

As a concession, U.S. delegates had 
oftered the wool-exporting countries a 
guarantee that the U.S. tariff on wool 
would remain at 34 cents, not go higher. 

To delegates from Australia, New 
Zealand and South Africa, however, this 
American concession looked like a cold 


——— 


| shoulder. Wool is the chief export of 

| these countries to the U.S. and provides 

the surest source of dollars. 

Retraction of even this concession, { Sie : . a4 _ ¢ 
however, now appears possible. Aim of | 


the U.S. Congress seems to be to re- 
move the competitive disadvantage ot 
U.S. woolgrowers by raising the tariff. 
If British dominions can't sell wool 
in volume to the U.S., Britain sees no 
point in reducing Empire barriers for 
the benefit of American exporters. 
Deadlocked over wool, the Geneva 
Conference now waits to see what the 
U.S. Congress and President will do. 
@ Presidential dilemma will be acute if 
Congress passes a wool bill in such a 
form as to require higher tariffs. 

A veto would irritate U.S. woolgrow- 
ers and many members of Congress. Ap- 
proval, on the other hand, runs the risk 
of torpedoing an international program 
started by the United States and at the 
same time make it harder for the U.S. 
Treasury to get repayment on the dollars 
now going abroad. 





—Official United Nations 


TRADE CONFERENCE IN GENEVA: They found a tangled skein of wool 


ge tanger ag NR tay rte. > - trey ‘ ‘ ath Loe i ry? . 70 wae 2 ee Say ey 


Going Higher? 


=. 





Prices quoted are for fine 
Pr oposed wool, top grades, clean basis 


: : ae? . 
™ 7 - . ~ J = z 
te ‘ - . os : 9 ae ; : 
14 : + . >. , : eh 6: . : aximum 
ae “ @ ; 
‘ r Be. : y * : Ss. 4 eae 
* t ‘ ,e bus y * > r res f <a Ps . ® 
Sh 46 :  o, Senee ‘7 : ca i . 
d } 4 = y ae : * i : he : .° * 
ie oe st rn . a ee oe Ea er ae oN Ih 2 de a 
i ge Be me M2 i ee LS tee ae it tere | Ppt” edt ee A ; tO i a s 
¥ Bee be ome -" ea eit =a zs Yer » . - 
- coe ya ng ies ee ; “ Spear We od yi, i Bg : 
YA a wf , Stes Se mean wae, ee ee oe eee 
egg ed ye pats <* Sta, she Secs oot a mee ae Be > ae 
a ang . f ) , Pe Ge) 1 Mac Me me tak eae 5 ee “ ye a 
t A 5 ee y - mt ey se: ‘hv we eer ape es Pe Boake fea 
io 7.9 ; my sence PRN . - Set er gh ey ie ee We: 
2 “ eh bah atte a, sins oe as : : ee ee ae 4 
Ca ' ¥ aS 
¥ 
4 











Price of imported wool Domestic price 


at U.S. ports—86c lb. $1.63 Ib. 
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BLACK MARKET STALLS GERMAN RECOVERY 


Britain and U.S. open drive to push domestic 
goods into legal channels in order to revive 
industry and cut their own occupation costs 


Reported from BERLIN 
and WASHINGTON 


The British and U.S. governors of 
Western Germany are undertaking what 
amounts to an official drive against a 
black market ‘now absorbing around half 
of everything produced in the iwo zones. 

if the drive succeeds, prospects for an 
increase in. German production and ex- 
ports this year will be brighter. If the 
black market continues to thrive, on the 
other hand, costs to U.S. and British 
taxpayers of sustaining Germany are 
likely to last longer and grow larger. 

As it is, Anglo-American taxes are pay- 
ing for five times as much in imports to 
Western Germany, in terms of dollars, 
as the two zones are repaying in exports. 
Imports of food, during the year ending 
June 30, will add up to $360,000,000. 
The expense of maintaining troops and 
military government is extra. 

@ A two-front campaign is getting un- 
der way against the black market. 

Sellers to the market are to be ham- 
pered if possible, by a drive against 
farmers who have been hoarding their 
produce. Food is the commodity prob- 
ably most in demand in Germany now. 
Many farmers have found it more profit- 
able to deal in the black market than to 
turn their cro,s over to the authorities 
in exchange for currency of doubtful 
value. Diversion of foodstuffs into legal 
channels will reduce opportunities for 
the marketeers. 

Buyers of goods offered on the black 
market are to be handicapped, mean- 
while, by a new restriction on American 
cigarettes, the commodity which has 
largely replaced the German mark as a 
medium of exchange in illegal transac- 
tions. Shipment of U.S. cigarettes to 
Germany is now to be limited to an of- 
ficial ration for American troops and 
civilians in the occupation zone. Distri- 
bution is permissible only through Army 
channels. 

Theory is that, if illicit markets can 
be deprived of food, the chief commod- 
ity, and of cigarettes, the most accept- 
able currency, the opportunities for deals 
will drop off sharply. 

@ Difficulties facing attack on the black 
market, nevertheless, are staggering, 
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In value, the goods moving through 
illegal channels are estimated to amount 
to between 40 and 60 per cent of the 
current output of German farms and 
factories. British sources say at least 60 
per cent of production in the combined 
zones goes into the black market. U.S. 
officials think the proportion may be less 
than half. A compromise estimate would 
arrive at 50 per cent. 

In extent, the area of illicit transac- 
tions stretches from one end of the 
Anglo-American preserve to the other. 
It includes farms and villages as well as 
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HUNGER STRIKE: As hoarding farmers, black markets throttle their supply ... 






big cities. A black market exists, in fact, 
wherever a prospective buyer meets a 
seller willing to exchange an article out- 
side of the regulations governing prices 
and currency. Food, clothing, shoes, 
household goods have high value. 
Legally, the cost of living in Western 
Germany is only 20 per cent above the 
1938 level. This is based on the official 
prices, which are under governmental 
control. But only official rations can be 
bought at these prices. Cost of living, 
therefore, when it involves purchases 
in the black market, is much _ higher. 
Paradox of the black market in West- 
ern Germany is that it continues to flour- 
ish in the face of food riots and hunger 
marches in the industrial cities. 
American correspondents tell of the 
ease with which hundreds of pounds of 
food can be bought, ‘illegally, by those 
who have the means and know how to 
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use them. In Bavaria, for example, a 
reporter tells of buying 620 pounds of 
potatoes, flour, meat and eggs on a trip 
that took only two hours. In exchange 
for the food, the farmer accepted Ger- 
man-made soap and shoes, some used 
clothing and six cigarettes. 

To obtain the means to buy food, as a 
result, factory workers simply walk home 
with a share of the goods manufactured 
at their plant. In some cases, employers 
pay their workers in kind rather than in 
currency, in order to keep them on the 
job. From the farms, meanwhile, hun- 
dreds of pounds of foodstuffs have gone 
into black markets rather than into the 
legal channels that provide the official 
rations. 

@ Official crackdown on illicit trade is 
taking the form of persuasion and inspec- 


tion, but with martial law being held as’ 


a threat in reserve. Troops would be 
used to collect food from farmers only 
2s a last resort. 

Hungry workers are being told that 
part of the responsibility for their short 
rations belongs to the German farmer. 
Delays in food shipments from America, 
or in transportation difficulties inside 
Germany, account for only a small share 
of the scarcity. Food shipped in at the 
expense of'the British and U.S. govern- 
ments, the German public is reminded, 
makes up around half of the total supply. 


German farmers, for their part, are on 
notice that food imports would not have 
to be so large if they had delivered their 
full quota to the authorities. According 
to the official plan for the current crop 
year, the farms of Western Germany 
were to have provided two thirds of the 
supply needed by forty million inhabi- 
tants. Actually, collections from farmers 
are still about 30 per cent behind the 
quota. 

Enforcement agents, in consequence, 
now are scouring the countryside for 
missing cattle, grain and potatoes. One 
herd of 2.000 head of cattle has been 
uncovered hidden in the hills of North- 
ern Germany. In one German state, 1,200 
farmers have been fined for hoarding. 

The force available to police Western 
Germany's black market, however, is 
limited in size. Few of the 25,000 offi- 
cials and clerks in the Allied Military 
Government are available to round up 
hidden steers. Germans in governmental 
service in the two zones total around a 
million, but most of them have other 
duties. If Allied troops are not to be 
pressed into service, apprehension of 
black market violators must be left to 
flving squads of special agents. 

@ Allied hopes, actually, don’t depend 
solely on stamping out illegal transactions 
by police methods. What Anglo-Ameri- 
can officials are counting on is an increase 





in German production sufficient to re- 
move the need for the black market. 
Once output is high enough, a stable cur- 
rency: will also be possible. 

Basis for these hopes is a new agree- 
ment between British and American offi- 
cials on how to govern Western Ger- 
many. By centralizing economic controls 
for the two zones in one bi-zonal com- 
mittee, concentrated in one headquarters 
at Frankfurt, occupation commanders ex- 
pect that much of the present confusion 
and inefficiency can be overeome. 

Temporarily, unti] German production 

for export can get up to the rate of a bil- 
lion dollars or more a year, Britain and 
the U.S. will provide imports of food 
and raw materials on credit. 
@ Duration of the Anglo-American fi- 
nancial support of Germany, however, is 
beginning to concern taxpayers and legis- 
lators both in Britain and in the U. S. 

As long as the black market soaks up 
half of Western Germany's output, the 
prospect for economic recovery and in- 
creased production remains dim. Yet un- 
til production revives, there is no hope 
-that German exports will be able to pay 
for the imports currently paid for by the 
Allies. 

Progress of the campaign to smash the 
black market in Germany, therefore, is 
being watched hopefully in London and 
Washington. 





GERMAN WORKERS are kept alive with U.S. and British food imports 
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U.S. FIRMNESS PAYING OFF 
IN SHOWDOWN ON KOREA 


Russians indicate willingness to get down 
to business on unifying nation after America 
discloses plan to build up southern zone 


Reported from SEOUL 
and WASHINGTON 


The United States Government's 
policy of firmness toward Moscow now is 
beginning to pay off in Korea—the only 
country where Americans meet Russians 
face to face and alone. 

After a one-year stalemate, the 
Soviets again are negotiating with the 
U.S. to establish a provisional govern- 
ment for Korea and remove the artificial 
barrier between the American and Rus- 
sian zones at the 38th parallel. Soviet 
representatives, this time, appear to be 
ready to do business with the U.S. 

The reason is Moscow's concern over 
Washington's announced intention to use 
American dollars for the rehabilitation of 
the U.S. occupation zone and prepare 
the Koreans there for self-government. 
| The differences between Washington 
and Moscow are narrowing down. 

What Russia wants is to exclude 
Soviet-hating rightists from the provi- 
sional government and to seat as many 
Communists and Communist sympa- 
thizers as possible. 

Moscow also is expected to demand 
the reorganization of the anti-Communist 
police force in the U.S. zone and the 
purging of all officials who collaborated 
with the Japanese. 

What the U. S. wants is a government 
constructed so that a single party cannot 
gain control. 

The U.S. also is expected to demand 
the demobilization of the conscript army 
that the Russians have formed in North- 
ern Korea. Strength of that army is be- 
tween 200,000 and 300,000, compared 
to the Korean constabulary of 9,000 that 
the U.S. is training in its zone. 

The U.S. position is handicapped by 
the attitude of Dr. Syngman Rhee, who 
has a powerful following among the 
Korean rank and file. Rhee and other ex- 
treme rightist leaders refuse to co-operate 
with the U.S.-Soviet Commission in its 
effort to form a provisional government 
as the first step toward an independent 
Korea. They oppose the provision of the 
1945 Moscow Agreement that calls for a 
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four-power trusteeship for Korea for a 
period of up to five years before granting 
her complete independence. Despite this 
opposition, however, the U.S. is in a 
strong bargaining position through its de- 
cision to build up its zone. 

@ U.S. financial aid for Southern 
Korea is planned regardless of the out- 
come of the Seoul Conference. Congress 
is being asked to appropriate $200,000,- 
000 for Korea in the coming fiscal year. 

Food and medicine are to make up the 
bulk of the U.S. aid. Annual outlays are 
expected to decline as Korea’s food pro- 
duction increases. 

Fertilizer is to be supplied the po- 
tentially rich farming areas, and chem- 
ical industries are to be developed in the 
south. The U.S. hopes to make its zone 
not only self-sufficient agriculturally but 
also to increase production to the point 
where Southern Korea can again export 
food. 

Transportation, now in poor condition, 
is to be improved. Some locomotives al- 
ready have arrived from the U.S., but 
many more engines, freight cars and 
spare parts are needed. Ties and rails ure 
to be supplied to rebuild roadbeds. 

Raw materials are needed to feed the 

industries of Southern Korea that pro- 
duce consumer goods. Cotton, rubber 
and lubricants are high on the priority 
list. 
@ Significant changes in Moscow’s atti- 
tude toward Korean negotiations are giv- 
ing rise to increased optimism in Ameri- 
can circles in Seoul, says Joseph Fromm, 
staff correspondent for World Report, in 
a wireless dispatch from the Korean 
capital. 

“The chief of the Soviet delegation,” 
says Fromm, “opened these negotiations 
with a conciliatory statement. A year ago 
he belligerently demanded the establish- 
ment of a Korea that could not be used as 
the base for an attack on Russia. 

“The Russians, furthermore, have 
agreed not to raise the controversial 
question of Allied trusteeship for Korea 








THE KOREAN 38TH PARALLEL 
Will the dividing line be removed? 


until the problem of estabtishing a pio 
visional government has been solved. 

“There also are mounting indications 
here that the Russians would like to 
ease their burden of maintaining a lary: 
army of occupation in Northern Korea 
They are reported to have reduced thei: 
occupation force there by at least SC per 
cent in the last six months. 

“The Soviets seem to fear that the pro- 
posed U.S. aid program for Southern 
Korea might make the Russian position 
in the north untenable. The economic 
situation in the north has become acute. 
The number of refugees pouring into the 
U.S. zone has increased in recent weeks 
to 2,000 a day.” 

@ A showdown, therefore, is approach- 
ing in Korea. The U.S. is prepared to 
proceed without the co-operation of Dr. 
Rhee and his followers. This may result 
in demonstrations by Korean groups in 
the U.S. zone. Nevertheless, it is felt 
that the negotiations still can succeed, 
providing both Russia and the U. S. fol- 
low through with their offer to give the 
Koreans their own government, inde- 
pendent of outside domination. If the 
negotiations should fail, however, it will 
not be as serious to Southern Korea as 
when the Russians walked out last year 
because the U.S. now is determined to 
build up her occupation zone and pre- 
pare it step by step for self-government. 
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SERIES OF ARMED SKIRMISHES 





CONSTITUTES WAR IN GREECE 


Many shots are fired but casualties are few. 
Hit-and-run nature of the fighting presents 
problem for U.S. planners hoping to end it 


Reported from ATHENS 


Civil war in Greece now turns out to 
be not full-scale battle but a series of 
armed skirmishes in which many shots 
are fired but few warriors are hit. 

@ Type of warfare in Greece has be- 
come important to U.S. planners pre- 
paring to carry out a $300,000,000 pro- 
gram to build up that country’s security 
and stabilize its economy against Com- 
munist inroads. What the planners are 
up against is something that resembles 
bandit raids more than it resembles war. 

A survey of the fighting areas in 
Greece, made by John W. Mowinckel, 
staff correspondent of World Report, 
shows this: 

@ A battle front, in the usual military 
sense, does not exist. Sporadic fighting 
takes place in hills so wild that not even 
the most primitive vehicle can be used. 
Scattered through these hills are guerrilla 
forces estimated at about 15,000 against 
Government forces of close to 150,000. 
Despite the apparent disadvantage in 
numbers, the guerrillas appear to be 
better armed than either the Army or 
the gendarmes. 

@ Rebel tactics in this circumstance are 
built around a hit-and-run war. The 
rebels avoid major contacts with the 
Army. Instead they range the country- 
side in bands of 30 or 40 men, picking 
out for battle small Army detachments 
found guarding a bridge, convoying sup- 
plies or garrisoning a village. 

Here is an account of a typical skir- 
mish: 

Twenty rebels are lying on the forward 
slope of a hill, watching the main road. 
A small convoy of Army troops slowly 
winds its way along the road. The rebels 
open fire, aiming first at the vehicles and 
then at the men. 

The surprised Army force replies by 
firing wildly in all directions, hitting no 
one. The rebels have succeeded in dis- 
abling the vehicles. But, likely as not, 
they have succeeded in hitting no one. 
The Army’s ammunition gives out. The 
rebels keep firing. The Army surrenders. 


The rebels come off the hill, take away 
the arms and uniforms of the army troops, 
then retire. 

The Army's communique to describe 
the encounter: “Contact was made with 
the rebels early this morning. After a 
brisk engagement of several hours the 
rebels were disbanded. One soldier was 
slightly wounded. It is estimated that at 
least five rebels were killed, probably 
more. An exact count of enemy losses is 
impossible because they take their dead 
with them.” 


@ Army tactics originate from attempts 
to gather information from all possible 
sources as to the location of guerrilla 


bands. When the bands are found the 
Army moves up and attempts to sur- 
round them. But the uneven terrain 


makes the task almost impossible. 

The anxious Army frequently opens 

fire too soon for effectiveness. The result 
is that soldiers fire at will. Mortar shells 
fly thick, fast and at random. But actual 
casualties usually are light. 
@ Public reaction to this type of war- 
fare is one of apathy. Villagers, when 
asked, make no choice between the Gov- 
ernment and rebel forces. Apparently 
their only interest in the fighting is a 
hope that it will pass them by with the 
least possible damage. 

The result of the present fighting, to 
one observer, is this: Nobody likes it. 
The population is fed up with the con- 
stant uncertainty. The rank-and-file reb- 
els are tired dodging about the hills. 
The Army rank and file is tired of the 
constant training and long marches. But 
all sides—fighters and civilians—feel it will 
take months to fight things out the way 
they are going now. 
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GUERRILLA LEADER MARKOS: Casualties are light in his hit-and-run war 
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ITALY’S NEED FOR U.S. FINANCING LESSENS 


Defeated nation is expected to get by in 1947 


with half as much help as she received in 


1946, though her economy is still depressed 


Reported from ROME 
and WASHINGTON 


Italy now is to become less dependent 
on U.S. financing. Help from the U.S. 
in 1946 totaled $800,000,000, but Ameri- 
can assistance this year probably will be 
only half that. 

The former enemy country still needs 
substantial help from the U.S. this year 
and next. Italy is near the top of the 
list of countries the U.S. considers most 
eligible for aid. U.S. planners rank Italy 
with Greece and Turkey as a bulwark 
against Russian pressure in the Mediter- 
ranean, But the amount that U.S. tax- 
payers will have to contribute to bail Italy 
out is tapering off. 

@ Bright side of the picture shows why 
it is costing the U.S. less now to keep 
Italys head above water. 

Industry is operating at about 65 per 
cent of the prewar level and could do 
better if it could get more coal and 
skilled labor. The Italian textile industry 
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is booming, and output actually is larger 
than it was before the war. 

Agriculture has made about a 75 per 
cent comeback, in spite of frost, floods 
and shortages of fertilizer, implements 
and farm animals. 

The transportation system, once one of 
the most severely damaged in Europe, 
is sufficiently patched up to permit a 
normal flow of goods. Italy has begun to 
re-establish her merchant marine by pur- 
chasing 100 Liberty ships from the U. S. 

Reserves of gold and non-Italian cur- 
rency have been built up to about~$250,- 
000,000. This is a small beginning but’a 
considerable gain over Jast year. The 
reserve gives the Government some 
cushion against financial shock and even- 
tually may bolster confidence in the lira. 
@ The dark side shows why Italy still 
is to be dependent on the U.S. for sub- 
stantial help this year and probably next. 
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SARDINIA: Fighting locusts, frost, flood only a part of the burden on the road back 





Inflation is uncontrolled. The large- 
scale campaign launched against inflation 
by the Italian Government last month is 
fizzling out for lack of vigorous entorce- 
ment. The lira is shakier than ever. When 
the latest Cabinet crisis broke, the lira 
dived from 860 to the dollar to 950. 
It has dropped one third in value on the 
free market since April 1. 

Deficit of the Italian Government for 
the current fiscal year is 610,000,000,- 
000 lire, equivalent to $2,700,000,000 at 
the official rate of exchange. The Govern- 
ments revenue covers only one. third 
of its expenditures. 

Population, already much too dense 
for the rocky peninsula to support, is 
growing at the rate of 500,000 a year. 
The hardest long-range problem for Italy 
to solve is how to supply food, shelter and 
employment to about twice as many peo- 
ple as her resources can support. 

Unemployment keeps 2,500,000 Ital- 
ians idle and politically explosive. War- 
time gap in technical training is one rea- 
son for the large number of unemployed. 
There is a shortage of skilled workers for 
industry and a surplus of unskilled. 

@ Brake on progress is the necessity to 
realign drastically Italy’s international 
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ITALY'S DILEMMA: How to meet her needs in 1947 
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Import Requirements 
Total $1,233,000,000 | 


FUEL 


$270,000,000 


INDUSTRIAL 
MATERIALS 
$448,000,000 








FOOD 
$ 397,000,000 
MISCELLANEOUS 
$118,000,000 
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Export Resources 
‘Total $630,000,000 
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trade to conform with the changed shape 
of the postwar world. Biggest factor in 
this realignment is Italy's increased de- 
pendence on the U.S. for imports. Be- 
fore the war, Italy bought only 11 per 
cent of her imports from the U.S. Now 
she depends on the U. S. for 58 per cent. 

Formerly, Italy traded mostly with 
Central and Eastern Europe. Now these 
areas are largely shut off to Italian trade, 
and Italy is trying to make new trade 
connections in Western Europe, in the 
U.S. and in South America. 

During the process of reorientation, 

Italy looks to the U.S. for help to tide 
her over until normal trade can be re- 
sumed. 
@ In 1946, American aid poured into 
Italy in many forms and helped the coun- 
try climb out of the economic stagnation 
left by years of some’ of the most destruc- 
tive warfare in Europe. 

UNRRA contributed most. Assistance 
furnished to Italy by the United Nations 
Relief and Rehabilitation Administration 
in 1946 totaled $380,000,000, of which 
the U.S. share was $275,000,000. Biggest 
items in the UNRRA program have been 
food and coal. 

U.S. payments for Italian goods and 
services used by the American occupa- 
tion forces were made periodically during 
1946 and added up to $195,000,000 by 
the end of the year. This was the most 
valuable source of dollar exchange for 
Italy last year. 


The U.S. Government does not con- - 


sider such payments for expenditures by 
occupation forces as gifts, since they rep- 
resent expenses incurred by the U.S. 
Army. Actually, they are a convenient 
form of economic aid to Italy, since such 
payments are not required by the armis- 
tice terms and it is customary for defeated 
nations to bear the expense of the victor’s 
occupation forces. 

U.S, relief for Italy early in 1946 
amounted to $58,000,000. This was a 
temporary activity, designed to serve as 


a stopgap until UNRRA could get into 
operation. 

Private donations from the U.S. to 
Italy always are a factor in the country's 
economy; many Italians in the U.S. send 
home food and money to their friends 
and relatives. Remittances from Italo- 
Americans, plus relief shipments from 
charitable organizations, amounted to 
$90,000,000 last vear. 

A U.S. loan of $160,000,000 was 
granted to Italy in 1946 to pay for surplus 
war property left by the U.S. Army. In 
effect, this means that Italy is to pay for 
the surplus goods on the installment plan. 
Original value of the property to the U. S. 
was much higher. Present value to Italy 
probably is no greater than what she 
paid for it, since much of the equipment 
and supplies are for military use and only 
partially adaptable to civilian needs. 

Export-Import Bank loan of $22,000.,- 
000 was granted to Italy by the U.S. to 
buy cotton for her textile industries. Tex- 
tiles now are Italy's principal export. 

@) This year, U.S. help to Italy is down 

sharply, all along the line, but still is big 
enough to be the decisive factor in the 
Italian economy. As shown by the accom- 
panying chart, Italy will not be able to 
export neatly enough this year to pay 
for her essential imports. 

UNRRA aid to Italy in 1947 comes to 
$130,000,000. The U.S. share of that is 
$94,000,000. UNRRA aid to Italy is 
rapidly drying up as the organization 
comes to an end, but its benéfits will con- 
tinue over a period of months, as stock- 
piles left by the organization gradually 
are consumed, 

Post-UNRRA assistance from the U, S. 
is to get under way this summer. The 
U. S. Congress has authorized the expend- 
iture of $350,000,000 for aid to six coun- 
tries. Italy's share may be around $100.- 
000,000. That would pay for only about 
three months of assistance, at the 
UNRRA rate of expenditure. Thus it can 
be expected that the new program of 
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U.S. relief in Italy will operate on a 
much smaller scale than UNRRA did. 

A credit of $100,000,000 has been 
earmarked for Italy by the U.S. Export- 
Import Bank since last January. All or 
part of that amount may be released to 
Italy before the end of the year if the 
Bank decides that political and economic 
conditions in the country are stable 
enough to make the loan a good risk. 

A mission from the Bank has been in 
Italy recently investigating specific proj- 
ects that might be eligible for help.’ 

Release of Export-Import credit has 
been held up by political instability in 
Italy and long delay in passage of the 
post-UNRRA relief bill by the U.S. 
Congress. The Bank has been reluctant 
to grant the loan until it felt certain that 
Italian workers would have food and 
Italian factories would have coal. 

Dollar payments to Italy for expendi- 
tures in lire by the U.S. Army are con- 
tinuing, since there still are American 
troops on Italian soil. So far this year, 
these payments amount to $75,000,000, 
a substantial contribution to Italy’s sup- 
ply of dollars. 

For the remainder of this year, how- 
ever, Italy can expect little revenue from 
this source. Few American troops are 
left in Italy. Within 90 days after the 
ratification of the peace treaty, the num- 
ber must be reduced to 5,000. 

Private gifts from the U.S., in the 

form of money, food packages, and other 
things, may amount to $40,000,000 this 
year. 
@ Total aid to Italy from the U.S. for 
1947 thus is likely to be somewhere be- 
tween . $400,000,000 and $450,000,000, 
slightly more than half the amount spent 
last year. 

With that amount, plus the dollars she 
earns through exports, shipping services, 
tourist spending and in other ways, Italy 
may be able to finance her essential im- 
ports for the remainder of 1947 without 
appealing for more help from the U.S. 
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LABOR IS CHEAPER 


Banana grove in the Dominican Republic 
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LATIN AMERICA ATTRACTING 


— 7 — 





PRIVATE CAPITAL FROM U.S. 


Nearly $500,000,000 invested in southern 
countries in last two years. Governments 
welcome assistance to industrialization 


Private investors from the U.S. are 
pouring capital into Latin America. Since 
the war ended, nearly half a billion U. S. 
dollars have been put to work in the 
countries to the south. That investment 
trend is continuing. 

About half the private capital from the 
U. S. now going into Latin America is be- 
ing used to finance U.S.-owned com- 
panies. This type of investment follows 
the prewar pattern which made North 
Americans second only to the British as 
direct investors in Latin-American coun- 
tries. 

Other U.S. investors and technicians 
are setting up partnerships with Latin- 
American capitalists to build and operate 
new industries. This is a comparatively 
new idea, but it accounts for nearly half 
the private U.S. capital invested in the 
southern republics since the war. 

The flow of capital is raising the di- 
rect holdings of U.S. investors in Latin 
America well above the prewar estimate 
of $2,700,000,000. Because of the forced 
sales of British assets, U. S. capitalists are 
becoming the largest private investors in 
that area. 

@) Principal lures that are drawing U.S. 
capital to Latin America are these: 

Profits normally are larger than in the 
U.S. Returns of 15 to 60 per cent are 
common. 

Labor is cheaper than in the U.S. 

Tax laws frequently favor new invest- 
ment. 

Diversification is made possible. Al- 
though the economies of most countries 
in Latin America are tied closely to that 
of the U.S., investments south of the 
border may act as a partial hedge against 
slumps in the U.S. : 

Local markets are greedy for the prod- 

ucts of new industries, 
@ Biggest movement of capital is to 
Venezuela, where oil holdings are heav- 
iest. Mexico, in second place, wants $100,- 
000,000 in private funds from the U. S. 
Cuba, Brazil, Argentina and Colombia 
are attracting U. S. money and want more 
of it. 


Chile, however, is getting few private 

dollars from the U.S. now. Investors 
hesitate to risk money in a country whose 
Government has Communists in influ- 
ential positions. A- U. S. copper company 
is delaying $30,000,000 worth of im- 
provements for this reason. 
@ Companies wholly owned by U.S. 
interests are putting their largest invest- 
ments into the development of natural 
resources. 

Oil gets a major share of the dollars. 
In Venezuela, U.S. companies are pour- 
ing out millions for exploration, for ex- 
ploitation and for construction of pipe 
lines, refineries, power plants and hous- 
ing projects. 

U.S. oil companies are _ increasing 
their investments in Colombia and Peru. 
They are prospecting in Paraguay and 
Panama. And Brazil may ask private op- 
erators from the U.S. to help develop 
oil fields recently discovered there. 

Iron ore is claiming sharper attention 
from U.S. companies as the richest de- 
posits at home decline. One company is 
spending $37,500,000 for development 
in Cuba, Mexico, Venezuela and Chile. 
Another is exploring rich deposits in Bra- 
zil under a 50-year concession. 

Gold, silver and copper mines are be- 
ing improved. One firm is preparing to 
explore a new tract in Ecuador. 

Fruit companies are expanding their 
acreages and buying equipment. 

UsS, banks are opening new branches. 
The shift of the world’s financial leader- 
ship from London to New York has put 
U.S. banks in a favorable position. 

Utilities owned by U.S. companies are 
putting new equipment into countries 
where there is little threat of nationali- 
zation. 

Hotels are to be built in six countries 
by a subsidiary of one U.S. airline. 
U.S. capital is active in the hotel boom 
in Mexico City. 

Three broadcasting stations have been 
built in Latin America by a U. S. manu- 
facturer who wants to increase the de- 
mand for radio sets. 
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PROFITS ARE LARGER: Gasoline bulk plant at Puerto La Cruz, Venezuela 


@ Most spectacular field into which 
U.S. money is going is new indus- 
tries. For in Latin America the accent 
now is on industrialization. 

Latin-American countries traditionally 
have exported raw materials and have 
imported virtually all their manufactured 
goods. Now, they want to process part 
of their raw materials into finished goods. 
This change, they believe, will make 
their economies less susceptible to slumps 
in world markets for raw materials. They 
hope to raise their standards of living 
»nd to increase their imports of goods 
that cannot be produced locally. 

The mixed company, in which Ameri- 
can money and skills team up with local 
capital, is the favorite device now being 
used in building industries. A few com- 
panies wholly owned in the U.S., how- 
ever, are establishing automobile assem- 
bly plants and are building factories to 
make tires and some other products. 

Production of the new factories covers 
a wide range of items formerly imported 
from the U. S. or Europe. Metal products 
include electrical appliances, radio sets, 
refrigerators, cigarette lighters, farm 


equipment, containers, road machinery 
and water and space heaters. 

Rayon plants in which U.S. compa- 

nies are partners are springing up in 
many countries. A manufactwer of build- 
ing materials is establishing factories un- 
der mixed ownership in four countries. 
Glass factories in which U.S. companies 
are partners are operating in several 
countries. Plants planned or under con- 
struction will make such products as 
soap, chemicals and gases, waxes, vege- 
table oils, aluminum, plastics and silk 
garments. 
@ Merchandising, a field in Latin 
America that U.S. companies formerly 
shied away from, now is getting attention 
and money. 

One large company that operates a 
mail-order business and a chain of stores 
in the U.S. has opened a big store in 
Mexico and is establishing two in Brazil. 
If these units are successful, others will 
be opened. 

Largest competitor of this company, 
meanwhile, is making a survey in Latin 
America and may open a chain of stores 
there. 


q@ Air transportation, also, is getting dol- 

lars. U.S. companies are putting new 
equipment into service and improving 
their ground facilities in Latin America. 
And they are lending money to their 
local afhliates for similar improvements. 
@ Drawbacks make some capitalists hesi- 
tate to invest money in Latin America. 

Government seizure of properties is a 
potential threat in some countries. 

Output per worker usually is lower 
than in the U. S. 

Instability of governments frequently 
is a hazard. 

Work stoppages occur in countries 
where labor is highly organized. Somé 
unions are led by Communists. Union de- 
mands sometimes are arbitrary. 

Limitations imposed by local govern- 
ments often make it impossible for an in- 
vestor to withdraw all his capital at one 
time. 

Despite the disadvantages, many U. S. 
investors consider Latin America a more 
attractive field for investment than Eu- 
rope or the Orient. A further increase in 
U. S. investments in Latin America, thus, 
is in prospect. 
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HIGH COST OF 


DEPLETE BUYERS’ DOLLARS 
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SHIPPING 








U.S. decision to stop sale of surplus vessels 
means that charges on ocean-borne goods 
will remain far above prewar freight rates 


Freight rates on ocean-going shipping, 
far higher than before the war, now are 
draining dollars from Europe and Asia 
and adding to the income of American 
ship operators and the United States 
Government. 

Uneven world trade, congested ports 
and high operating costs have combined 
to push freight rates upward. Now the 
decision of the U.S. to stop the sale of 
surplus ships to other countries makes 
it almost certain that freight rates will 
stay near the present level for months 
to come. 

@ The rise in freight charges, postwar, 
can be measured by the fact that it now 
costs $10 to ship a ton of wheat from 
New York to Antwerp. In 1938, the 
charge was $3.14. Because of freight 


costs, importing countries are paying at. 


the rate of $400,000,000 a year for ship- 
ping charges on purchases of U.S. coal 
alone. 

@ Behind high costs attached to ocean 
shipping is a medley of factors, most of 
them born of the war. 

One-way cargoes frequently have to 
pay the cost of round trips for ships. The 
reason is that the Americas now ar< sup- 
plying the rest of the world with a huge 
volume of goods but are taking relatively 
little in exchange. There is little for ships 
to bring back on their return voyage. 

In the port of Genoa, Italy, for ex- 
ample, 11 times more goods arrived 
than were shipped out last year. The 
same experience was repeated in most 
of the ports of Europe and Asia. And 
the lack of balance in trade will continue 
until economic recovery restores produc- 
tion and exports. 

Port congestion also is adding to 
shipping costs, reflected in freight rates. 
Port equipment is in need of repair or 
replacement, not only in the war areas 
but in the countries of Latin America as 
well. 

Stevedores often work more slowly 
and put in fewer hours than they did be- 
fore the war. Inland transport is far be- 
low normal efficiency. In many countries, 
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ONE-WAY TRAFFIC 
Little in return for U. S. cargoes 


it is impossible to move goods quickly 
away from dock and harbor areas. 

The résult is that ships are forced to 
wait long periods to be loaded or un- 
loaded. Under these circumstances, it 
takes two ships now‘to do the work one 
ship did before *he war. | 

Operating costs are highest on U.S. 
ships, and the U.S. is handling most of 
the shipping. Monthly wages of able- 
bodied seamen on U. S. vessels are more 
than 2% times as high as on British ships. 
Then there are these other things: 

Wages, including overtime, are more 
than three times higher than they were 
before the war. Costs of provisions, fuel 
and paint are at least twice as high. 

Over-all cost of operating a Liberty 
ship chartered by a U.S, firm is esti- 
mated at a minimum of $1,500 a day. At 
this rate, a freight charge of $7 a ton for 
wheat from the Atlantic seaboard of the 
U. S. to Antwerp is necessary for the oper- 
ator to break even. The charge for such 
a shipment now is about $10 a ton. 


Net profits of an American operator of 

a chartered Liberty, on that basis, are 
about $250,000 a year at present freight 
rates. The U.S. Maritime Commission 
recaptures a progressively larger share of 
the profits of a charterer as his gross 
earnings increase. At present, the Com- 
mission's revenue from chartering aver- 
ages about $166,000 a year per shin. 
@ Supply of ships for commercial 
cargoes is larger than the world’s prewar 
fleets. Commercial ocean-going vessels 
aggregate 82,000,000 tons, excluding re- 
serve ships, vessels in repair and those 
being used to supply military forces. That 
figure compares with about 74,000,000 
tons in operation in 1937. 

In this situation, U.S. shipping now 
predominates. Under the U.S. Ship Sales 
Act, which determines the availability of 
American ships for use in world trade, 
362 of the best Government-owned ves- 
sels have been sold to U.S. companies. 
The Maritime Commission also is char- 
tering 1,433 ships to U.S. firms. But 
other countries have been able to buy 
almost 800 ships since the war ended. 

Present policy, however, is to halt 
sales to other countries, except in un- 
usual cases, to push sales to U.S. com- 
panies and go slow on further charter- 
ing. The effect will be to keep pressure 
off freight rates. Lower rates would affect 
U.S. ships first because of the higher 
costs of operation, 

Construction of new ships in other 
countries and repair of old ships neg- 
lected during the war are increasing 
rapidly. Britain, Norway, The Nether- 
lands, Denmark, Greece and other mari- 
time nations want to build up their mer- 
chant fleets to carry more of their own 
and the world’s trade. But years will 
elapse before all these countries reach 
the maritime strength they want. 

As the world’s merchant tonnage ex- 

pands, U.S. shipping gradually can be 
expected to lose its predominant place 
in world trade. Other countries are anx- 
ious to carry as much of their own freight 
as possible so that scarce dollars will not 
have to be paid out to U.S. shippers. 
@ The outlook is for a gradual replace- 
ment of U.S. ships by vessels of other 
flags. As this happens, competition will 
increase and freight rates “can be ex- 
pected to decline. Profits of U.S. op- 
erators will be squeezed when freight 
rates drop, and, eventually, fewer U. S. 
ships will ply the sea lanes. 

But rates are not likely to show any 
pronounced weakening for a long time, 
since the United States Government, only 
owner of surplus shipping at the present 


time, is not inclined to push freight rates 
down. 
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ARGENTINA CRACKS DOWN 
ON PRICE SPECULATORS 





Campaign against inflation limited to attack - 
on profiteers, although Government policies 
are partly to blame for rise in living costs 


Reported from BUENOS AIRES 


Argentina is cracking down on prof- 
iteers in an attempt to bring soaring 
prices under control. This crackdown is 
undertaken at a time when living costs 
are rising in a spiral that is producing 
strikes and public resentment. 

Prices in Argentina, heretofore notably 
low in comparison with those in the 
U.S., now are approaching U.S. leveB. 
Comparative prices of typical items are 
shown in the accompanying chart. Be- 
yond this comparison, however, is the 
fact that wages in the U. S. are far higher 
than in the Argentine. 

“The Argentine Government's §statis- 
tics show that the general price level at 


with the 1939 base of 100,” reports 
Bernard S. Redmont, staff correspondent 
of World Report in Buenos Aires. “Econ- 
omists, businessmen and housewives are 
inclined to doubt the accuracy of the 
Government's figures. They say the in- 
crease was greater. 

“Fruits and vegetables went up two 
thirds in 1946. Prices generally are much 
higher than at the end of last year. 

“Scarcities exist, but not to the extent 

that they would be a major cause of 
inflation. Generally speaking, food is 
abundant and varied. Although manu- 
factured goods are being imported and 
produced locally in greater quantities 
than during the war, demand is far ahead 
ot supply.” 
@) Wages are higher, but they have not 
kept pace with rising prices. A wage 
increase and a bonus, amounting alto- 
gether to a rise of about one third, were 
decreed by the Government in December 
1945, to offset the gain in prices that 
had taken place up to that time. But the 
wage increase stimulated a further jump 
in prices. 

A “battle of 60 days” against high 
prices, waged by the Government last 
summer with much publicity, failed to 
check the spiral. Now, strikes and threats 


_of strikes have forced the Government 


to recognize the seriousness of inflation. 


@ Underlying causes of the inflation in- 
clude some of the Governments own 
policies. 

thank loans, strictly controlled by the 
Government, rose 50 per cent last year. 

Currency in circulation increased 
sharply. 

oudget deficits continued at a high 
rate. 

Profiteering and speculation are held 

by officials and some economists -to be 
the largest single cause, however. An in- 
vestigating committee of the Chamber of 
Deputies reports that some wholesalers 
and retailers put 100 per cent markups 
on all goods they handle. 
@ The Government's attack on inflation 
is directed at the profiteers and specu- 
lators. This attack is being made under 
a new law that gives the Government 
power to fix prices and profits, to cancel 
Or suspend patents or trademarks, to 
compel the manufacture of certain items 
and to adjust wages in cases where they 
cause high prices. 

“Businessmen feared at first the new 
law was overly severe,” Redmont reports, 
“but its application thus far has been 
spotty and isolated. 

“Methods used include the arrest of a 
few price violators, small fines and the 
temporary closing of some stores. Presi- 
dent Juan D. Perén and Interior Min- 
ister Angel Borlenghi are leading a pub- 
licity campaign that calls for boycotting 
of alleged profiteers. In a few cases, the 
Government has confiscated stocks of 
goods and sold them to the public at 
official prices.” 

Chief result, so far, has been to extend 
the black market. Costs of such items as 
textiles, fruits and vegetables are going 
up. Costs of imported articles are zoom- 
ing because of the 35 per cent surcharge 
on shipping rates from the U.S. The cur- 
rent wave of salary increases is causing 
new price pressures, 

The campaign to turn down Argen- 
tine prices thus threatens to fall far short 
of success. 


WHAT WAGES WILL BUY: 
U.S. AND ARGENTINA 


(in U.S. currency) 


AVERAGE WEEKLY PAY IN INDUSTRY: 
UNITED STATES $47.47 
ARGENTINA $18.75 (est.) 


Bde Jue 


<- 





Beefsteak, Ib. 


4.5¢ ae a) 


Potatoes, |b. 


foc cw Gc 


Eggs, Doz. 


83 7 316 


Butter, Ib. 


i im fe 


White Bread, Ib. 


a Ms 


Sugar, lb. 


mo Rm 


Gasoline (regular) 





Copyright, 1947, by World Report 


JUNE 3, 1947 © 19 








MMAR EI 


BIRTH , 10 YEARS 20 YEARS — 30 YEARS. 40 YEARS 


NEW 
‘ZEALAND 


SWEDEN 


NETHERLANDS 


BRITAIN 


‘GERMANY 


3 


FRANCE 


RUSSIA 








* 


ee 














an + 
*, — 





INCREASING 
SPAN OF LIFE 


Average age at death among 
the people of ten selected 


countries throughout the world 


Chances are improving for more people 
around the world to live their traditional three 
score years and ten. The Worldgraph shows the 
average life span stretching ahead of each new- 
born child in countries throughout the world. 

So vast has been the increase in life expectancy 
that U.S. life insurance companies have an- 
nounced they will discard mortality tables they 
have been using for 80 years, adopting new 
tables next year. The new tables show an in- 
crease of more than 50 per cent in the life span. 
Up-to-date estimates in New Zealand indicate 
that girl babies born in 1947 will live to an aver- 
age age of 70. That means that for every girl who 
dies before she is 10, three others will live be- 
yond 90, or two beyond 100. 

Significance of the figures is the story they tell 
of the effect of good food, good public health sys- 
tems and good medical care. In India, shown at 
the bottom of the chart, life expectancy stands 
now where it stood in the United States and 
Western Europe more than a century ago. India 
is typical of many other Oriental areas, and re- 
current famine there is an additional hazard to 
life. A hundred years ago, families of 8, 10 and 
12 children were commonplace, but frequently 
half of those born died in infancy. Correspond- 
ingly, infant mortality remains the biggest drag 
on longevity in the countries where health con- 
ditions are still backward. In India, one out of 
four infants dies in the first year of life. The 
tables for Russia, which are for European Russia 
only and are based on statistics of 20 years ago, 
show one out of five infants dying in the first 
vear. At the other end of the scale, only one in- 
fant out of each 40 under one year old died in 
New Zealand in 1946. 

Up until the war, Russia was making the most 
rapid strides in catching up with the Western 
world. In Russia, most of Europe and many areas 
of the East the slow grind of wartime malnutri- 
tion has been a backward step in health and long 
life that will not be finally measured until a gen- 
eration hence. Yet the drawing together of-the 
world and the spread of knowledge of hygiene 
and nutrition indicate rapid improvement in the 
areas where the struggle for life has up to now 
been least successful. 
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Report on World Politics 


THE DEVELOPMENT OF RUSSIAN POLICY 


Soviet Union's future action to be determined 
by ability of the U.S. to avoid crisis at home 
and to prevent economic collapse in Europe 


(As soon as the outcome of World 
War II became certain, a question often 
asked was: “What will Russia do after 
the War?” Events of two years,now of- 
fer a substantial basis for projecting 
Russia's future course of action. With 
this end in view, WORLD REPORT 
presents a brief analysis of the devel- 
opment of Soviet policy since the end 
of the war.) 


f ten BASIC POLICY of the Soviet Un- 
ion is of a dual nature. It is both 
nationalistic and ideological. It strives 
for the security and aggrandizement of 
Russia. At the same time it seeks to 
spread communism throughout the 
world. In general, these two compo- 
nents work together. 

During the critical stages of the war, 
Russia was fighting for her life. When 
it became apparent. that the Axis was 
doomed, the Russians were able to look 
beyond mere survival. Thus they could 
direct their efforts to assuring that, when 
the war ended, Russia would be in the 
best possible position to pursue her dual 
policy. In this, she was immediately 
successful—more so, probably than her 
leaders had expected. 

At the Yalta and Potsdam confer- 
ences, Russia was confirmed in the 
possession of 274,000 square miles of 
additional territory and 24,000,000 
population. In addition to these areas, 
Russia at the end of the war was in 
military and political control of all the 
Balkans, except Greece, and of Central 
Europe, including the eastern zones of 
Germany and Austria. In the Far East 
she occupied Northern Korea and Port 
Arthur. 

Soviet policy since the end of the 
war has concerned itself with six major 
fields of activity—reconstruction at 
home, consolidation of gains, further 
expansion, spread of comnmnism, par- 
ticipation in the U. N., and negotiating 
the peace settlements. 

Russia has put great effort into the 
problem of reconstruction and internal 
development. Another ambitious Five- 


Year Plan has been announced; repara- 
tions have been exacted whenever pos- 
sible in the form of money, tools, equip- 
ment, capital goods and prisoner labor. 
At the same time a policy of Russian 
non-cooperation has prevented her from 
receiving substantial economic support 
from the Western powers. All proposals 
involving “open up” Russia for trade, 
inspection, or otherwise have been con- 
sistently resisted. 


BEYOND HER BORDERS 


With the end of the war, Russia at 
once undertook intensive measures to 
consolidate her position in satellite 
states and occupied areas. The U. S. and 
Great Britain have protested without 
avail that, in pursuing this course, Rus- 
sia violated political and economic 
agreements reached at Yalta and Pots- 
dam. Russia now is solidly entrenched 
in control of much of Eastern Europe. 
Only the Russian zones of Germany, 
Austria and Korea are susceptible to 
further negotiation and possible change. 

Coincident with such successful efforts 
at consolidating her gains, Russia un- 
dertook a series of expansionist moves. 
Early in the discussions of the Italian 
peace treaty in 1946, Russia claimed 
an interest in Italian colonies in Africa 
—and since then has receded from her 
position only to the extent of agreeing 
to postpone the question. At about the 
same time, she addressed forceful pro- 
posals to Turkey concerning the status 
of the Dardanelles and certain border 
areas, which, in effect, would have 
turned them over to Russia. Turkey, 
supported by the U.S. and Britain, has 
thus far resisted these proposals. 

Russia has sought concessions from 
Norway in Spitzbergen, and early in 
1946 staked out in Northern Iran a 
claim that was withdrawn only through 
the efforts of the U. N. Russia’s satel- 
lites have put so much pressure on 
strife-torn Greece as to call forth a 
major announcement of U. S. policy in 
support of that nation. Until recently, 


Russia has refused to co-operate in uni- 

fying Korea. } 
These moves appear to reflect a 

strong expansionist policy. In general, 


they have met substantial opposition | 


from the Western powers. Although by 
no means finally abandoned, Russian 
efforts of this kind have thus far accom- 
plished little. They can be explained as 
a policy of testing the opposition. 

Coincident with attempts at further 
expansion of Soviet-controlled areas, 
Russia has continued and increased her 
efforts to build up the political, eco- 
nomic, and subversive power of com- 
munism throughout the non-Soviet 
world. In this project, the degree of 
effort has been related to the importance 
of the area, with indications that the 
Middle East, Italy and France are now 
considered the most significant fields. 
The prospect is that the Russian policy 
of spreading communism by political 
penetration will be pursued relentlessly, 
but not to an extent that would involve 
war in the foreseeable future. 

Russia's participation in the U.N. 
since the war has been of such character 
as to cause much concern and consider- 
able misgiving among supporters of that 
organization. With few exceptions, 
problems coming before the U. N. have 
found Russia in a small minority, always 
ready to use delaying tactics or exercise 
her veto power in the Security Council. 

The most serious matters so delayed 
by Russian action are plans for control 
of atomic energy and for providing 
military forces for the Security Council. 
As a result, there has been a growing 
skepticism as to Russia’s devotion to 
the concept of the U.N. Such doubts 
involve the suspicion that Russia “goes 
along” with the U.N. because in so 
doing she accepts no liabilities that can- 
not be evaded, but still enjoys a power- 
ful legal position: in world affairs, pro- 
tected by her veto right. 

The several manifestations of Russia’s 
postwar policy—reconstruction, consoli- 
dation, testing the opposition, spreading 
communism, and in a less degree, per- 
haps, obstructing the operations of the 
U.N. can be considered as natural 
action from the Russian point of view. 

The Russian attitude toward the 
peace settlement, on the other hand, 
would appear to be of crucial impor- 
tance now and in the near future, in- 
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MAY DAY IN MOSCOW, 1947: Nationalistic expansion and ideological penetration are twin goals of postwar Russia 


volving as it does the very essence of 
the world problem—whether there will 
be a united and secure world, or two 
opposed worlds locked in a struggle. 

The peace settlement for the Far East 
has not yet been undertaken. The peace 
settlement in Europe has been the sub- 
ject of six meetings of the Council of 
Foreign Ministers, and of almost con- 
tinuous meetings of their deputies. The 
accomplishment to date has been trea- 
ties with Italy, Romania, Bulgaria, Hun- 
gary and Finland, which probably will 
be ratified shortly. 

Throughout the peace negotiations, 
the Russian technique has been that of 
a stern bargainer, willing to wait, but 
willing also to compromise when con- 
vinced of the necessity to do so. 

As regards the more important trea- 
ties concerning Germany and Austria, 
however, the situation has been quite 
different. No compromise or agree- 
ment has been possible. The Russian 
position, which.in the opinion of the 
Western powers violates the principles 
agreed upon at Potsdam, has been so 
inflexible that the U.S. and Great Brit- 
ain have concluded that Russia does 
not desire a settlement at this time—and 
is deliberately preventing one. 


If the Anglo-American belief is cor- 
rect—and high authorities of both coun- 
tries are convinced that it is—it offers 
the most substantial grounds yet avail- 
able for estimating the basic course of 
Russian policy in the near future. 


STRATEGY OF DELAY 


Why should Russia consider that in- 
definite delay in the European peace 
settlement is to her advantage? In the 
opinion of the best-qualified U.S. and 
British authorities, the Soviet rulers 
believe that the U.S. is headed for 
serious economic-political reversals in 
the near future. The Russians appear 
to be convinced that whether or not 
such a crisis develops at home, condi- 
tions in Europe will be so bad that the 
U.S. will be unable or unwilling to 
relieve them. Under such conditions, 
the way would be opened for Soviet 
expansion into Western Europe, or at 
least for a peace settlement more favor- 
able to Russia than is now obtainable. 

The degree to which the Soviet rulers 
are right or wrong in their assumptions 
will determine the course of U.S.- 
Russian relations for a long time. 

It can be assumed that intensive 


efforts will be made by the U.S. to 
prevent or sharply limit any recession 
which could be interpreted by the So- 
viets as a breakdown of the capitalist 
system. It would seem also that the 
U.S. officially recognizes the critical 
importance of prompt support for 
Greece, Turkey and Europe—and will 
act accordingly, provided only that ade- 
quate popular and legislative support is 
obtainable. The U.S. and Great Britain 
already are proceeding to unify the 
economy of Western Germany, insofar 
as possible, without waiting for Rus- 
sian co-operation. 

From now until the next meeting of 
the Council of Foreign Ministers in 
November at London, Russia will watch 
intently developments in the U.S. and 
in Europe. If the course of events tends 
to confirm Russia's expectations of a 
crisis in America and collapse in Europe, 
Russia will make no concessions at 
London. The cleavage between East 
and West then would be more clear 
cut than ever. 

If, on the other hand, the U.S: re- 
mains prosperous at home, and succeeds 
in leading Western Europe toward re- 
covery, Russia may be expected to make 
concessions toward peace settlements. 
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U.N. FORCED TO RESTRICT AID 





TO CHILDREN AND MOTHERS | 


Only 7,000,000 of the original 20,000,000 
scheduled for relief will be helped because 


nations are failing to provide needed funds 


The United Nations will not be able. 


to give extra food to as many destitute 
children and nursing mothers this year 
as originally planned. 

In war-damaged areas of Europe and 
Asia there are 60,000,000 of these war 
victims who need more food. 

U.N. last December set up an Inter- 
national Children’s Emergency Fund, 
recently renamed the United Nations 
Appeal for Children, budgeted to feed 
20,000,000. 

Now it turns out that funds supplied 
by members of the U.N. will not take 
care of more than 7,000,000. 

@ The lack of funds is chiefly the re- 
sult of economy in the U.S. Congress. 

U.N. budgeted for $450,000,000, of 
which at least $100,000,000 was expect- 
ed to come from the U.S. 

Actual appropriations by the U.S. 
Congress, however, are now stopped at 
$40,000,000. The U.S. agrees to put up 
$15,000,000 immediately, then add $57 
for every $43 contributed by other na- 
tions until the U.S. payments reach the 
$40,000,000 figure. 

Other. governments are now scaling 
their contributions to fit the pattern set 
by the U.S. Congress. 

No more than $30,000,000 in cash and 
food is expected to come from other 
nations with food or money to spare. 
Canada, Australia, New Zealand, Nor- 
way, Switzerland and _ several Latin 
American nations are expected to make 
contributions. Britain may supply ship- 
ping services instead of cash or food. 
Sweden might also make a gift. Russia 
is a member of the 26-nation executive 
board that runs the children’s fund but 
has not said she will contribute. 

The funds.available from all these gov- 

ernmental sources, thus, will probably 
not exceed $70,000,000. Supplies and serv- 
ices from countries receiving help would 
bring the total up to $140,000,000. 
@ A process of elimination is going on 
now to select the 7,000,000 mothers and 
children who can be fed with the money 
available. 


24 © WORLD REPORT 


The Far East will not be in the pro- 
gram except tor a token effort in China. 
This will remove about 30,000,000 per- 
sons from the food list. Experts recog- 
nize that no emergency program, no mat- 
ter how vast, could possibly raise nourish- 
ment standards in the Far East to Euro- 
pean levels. 

In Europe, countries like France and 
Czechoslovakia probably will not bene- 
fit from the fund. They have other 
sources of supply. Britain has a feeding 
program in her schools that is getting 
along without international help. Ger- 
many is ruled out because her zones get 
food from the occupation authorities. 

In the Russian sphere of Eastern Eu- 

rope, several countries with food short- 
ages cannot expect help from the chil- 
dren's fund. Because the U.S. is the 
main contributor to the fund, relief 
standards wil] probably follow the terms 
of the $350,000,000 general relief bill 
approved by the U.S. Congress. Under 
these terms, Yugoslavia, Byelorussia, the 
Ukraine and Romania are not likely to 
get a share. 
@ Six countries remain as those most 
likely to get aid from the fund. All re- 
ceived help from the United Nations Re- 
lief and Rehabilitation Administration, 
which expires in a few weeks. All are on 
the list approved by the U. S. Congress to 
get American relief supplies. 

Italy is down for a large share of the 
money. Italy has 9,269,000 children, 
nursing and pregnant mothers who re- 
quire extra food. 

Poland will get some help, though 
perhaps not in proportion to her needs. 
There are 5,642,000 Polish mothers and 
children who could qualify. 

Greece, with 1,851,000 needy mothers 
and children, will get special considera- 
tion. In Greece, the children’s fund will 
supplement direct American relief sup- 
plies and the special U.S. aid program 
designed to strengthen Greece against 
Communist pressure. 

Hungary, where a peasant party Gov- 
ernment is under attack by a Communist 


HUNGER IN EUROPE: 


minority with Soviet Army backing, is 
to get some extra food. Hungary has 
1,931,000 children under 18 and nursing 
or pregnant mothers. 

Austria, classified as a liberated rather 
than an ex-enemy country, will also get 
a share. There are 1,155,000 Austrians 
eligible for children’s fund aid. 

China aid will be limited to a few con- 
gested cities. 

@ Inside the approved countries there 
will be more trimming. 

Fewer people than need help will ac- 
tually get it. The five European nations 
slated for children’s fund meals contain 
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PE: Tightened purse strings will cut down their one good meal a day 


almost 20,000,000 needy mothers and 
children. Two thirds of them can not be 
assisted with the funds in sight. 

Smaller meals than the U. N. wanted 
to provide are the prospect. The original 
plans called for one supplementary meal 
a day of 700 calories. On a plate this is 
one piece of bread, a potato, a pint of 
milk and a bowl of soup with meat. This 
meal is going to be reduced to 500 cal- 
ories to spread the money further. Plans 
also called for providing cod liver oil and 
a small amount of medicines and clothing. 

Distribution costs are held to a mini- 
mum. The children’s fund has a staff of 


about 100 persons, many of them on loan 
from governments, In the field, supplies 
are turned over to voluntary relief agen- 
cies, but the fund retains title to ship- 
ments until they reach the ultimate 
consumer. Fund officials will spend their 
time observing distribution to insure 
against misuse of supplies. Operations 
are to begin in a matter of days, now that 
the U.S. Congress has completed action 
on the American contribution. 
@ To get more money, the children’s 
fund looks to private charity throughout 
the world. 

Norway proposes to raise money by 


~International 


asking all members of Norwegian labor 
unions to work an extra day and con- 
tribute the extra pay to the children’s 
fund. The Norwegians hope the proposal 
will be adopted in other countries. A 
modification of this plan may be tried in 
the U. S. later this year. Private American 
charity in 1947, acting through 32 volun- 
teer agencies, has raised about $48,- 
000,000 for child relief projects abroad. 

As matters now stand, it is only 
through charity drives like these that the 
children’s fund will be able to get funds 
to feed more than 7,000,000 mothers and 
children this year. 


JUNE 3, 1947 © 25 

















Z| 
—— Finance 
. Reg. Appd. for U.S. Pat. Of. 


PEOPLE ASKED TO HELP 
HOLLAND’S DOLLAR HUNT 


Government fo give guilders for holdings 
of its citizens at time when U.S. cash 


is needed to finance recovery program 


Reported from AMSTERDAM 


and 


The Dutch Government, critically 
short of U.S. dollars, now is to buy up 
$100,000,000 worth held by the Dutch 
people. Through a promotion campaign, 
the Netherlands Treasury is asking pri- 
vate investors to sell their U.S. securities 
and buy domestic bonds with the pro- 
ceeds. 

The scheme is to provide Holland 
quickly with a supply of U.S. dollars at 
a time when they are most needed to 
finance the country’s lagging recovery 
program. 

Because Dutch officials are reluctant 
to resort to compulsion in peacetime, 
they are making their appeal on a volun- 
tary basis. But they are letting it be 
known that they can seize Dutch-held 
U.S. assets if it becomes necessary. The 
initial response to the voluntary program 
indicates that the seizure power will not 
be used. 

@ Holland’s dollar hunt is being intensi- 
fied because of a number of setbacks that 
have forced adjustments in the recovery 
program. 

The Netherlands East Indies, long a 
source of wealth for the Dutch, have 
been a liability instead of an asset since 
the war. 

Dutch trade with Germany, counted 
on to help get the country back on its 
feet, is very small and there is slight 
prospect of immediate improvement. 

Holland’s merchant fleet needs consid- 
erable rebuilding to reach prewar im- 
portance as a source of income. 

Delays in U.S. production have post- 
poned delivery of many shipments to 
Holland. The result is that higher prices 
must be paid for goods ordered last year. 

Output at home is below schedule, 
thus reducing the volume of exports that 
could earn currencies of other countries. 
@ Sources of dollars in 1947 are to be 
pieced together to make up the $225,- 
000,000 estimated as this year’s excess of 
imports over exports. 

A $20,000,000 loan from private in- 
vestors in the U.S., first borrowing by 
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WASHINGTON 


the Dutch Government in the New York 
market since the war, is to tide over some 
rough spots. 

The International Monetary Fund is 
making available $6,000,000 in U.S. 
currency and a like amount in British 
pounds to shore up the Dutch guilder in 
exchange transactions. 

At least $100,000,000 is expected from 
the World Bank some time this year as 
an installment on the Dutch application 
for $535,000,000. 

These negotiations will bring the Gov- 
ernment $126,000,000. Consequently, 
another $100,000,000 is urgently needed 
from Dutch liquidation of U.S. securi- 
ties. 

The present value on the New York 
Stock Exchange of United States stocks 
and bonds owned by Dutchmen is about 
$561,000,000. But policy calls for keep- 
ing intact as much of that as possible. 


The Finance Ministry wants to have 
assets in reserve if they are required in 
the future to pay off maturing loans. 
Besides, selling the securities too fast 
could depress the New York market and 
reduce the value of Dutch holdings along 
with all others. 

@ The financial plan worked out by Fi- 
nance Minister Pieter Lieftinck makes it 
possible for Dutchmen who own United 
States stocks and bonds to take their 
time selling them. To encourage sales, 
the Dutch Government is guaranteeing 
to pay interest and principal on its bonds 
in guilders at whatever dollar rate pre- 
vails on the date payments are due. 
Thus, Dutch investors will be protected 
against any depreciation in the value 
of the guilder. 

@ Until 1950, when the Netherlands 
program fcr recovery calls for a balance 
in Dutch trade with the rest of the 
world, Holland is likely to have to strug- 
gle to get the dollafilighe needs. 

Even if the United States should de- 
cide on a vast expansion of credits to 
stimulate world recovery, the Dutch 
probably will hold their requests to a 
minimum to hold down their debts as 
much as possible. 

But right now, Holland is faced with 
immediate needs. for her people and her 
industries. Dollars today are much more 
important than the hope of dollars in the 
future. To provide ready cash in the 
U.S. now, Dutchmen are prepared to 
trade American securities for the bonds 
of their own Government. 
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New York Stock Exchange: Holland hunts dollars here to tide her over rough spots 
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Price cuts are in the wind for U.S. imports..... 

American consumers are looking twice at price tags. And it doesn't matter 
so much anymore where the goods are made. The “*imported" label no longer is magic. 

Luxury _imports--linens, glassware, chinaware, perfumes, silks, wines--will 
be the first to feel selective buying. In fact, in some cases, this time already 
is here. Volume buying of high-priced items, so noticeable since the war's end, 
is sloughing off, as more people start living within their incomes. 

Cream of the market will be skimmed by the time other countries can deliver 
their choicest articles to the U.S. in large quantity. 

Another thing, U.S. factories now are turning out reasonable facsimiles of 
European chinaware, fine textiles, etc. The U.S. products usually sell for less. 

Flexibility of pricing is to become more important for countries seeking 
markets in the U.S. And, being hungry for dollars, these sellers will be 
reluctant, perhaps slow, to adjust their price tags. 











Consumer resistance in the U.S. already shows up at the everyday level--in 
the grocery store. This, too, is affecting big import commodities. 

Coffee prices are being shaded a few cents a pound to move big stocks. 

Soap prices are off, as bigger supplies of coconut oil and tallow become 
available and as competition from new "soapless" detergents increases. 

Chocolate and cocoa prices may also weaken somewhat. 

Banana prices are meeting resistance. 

Imported cheeses, particularly those from the Argentine, are going begging. 

Sugar will become more plentiful, but prices cannot be cut easily unless 
profit margins are trimmed. The buying price for raw sugar has not declined. 

But big cuts in prices for coffee, cocoa and coconut oil are not likely in 
the near future, unless world demand shrinks sharply and suddenly. Rather, the 
outlook is for a readjustment to new buying habits in U.S. markets. 




















Other factors are hitting other U.S. imports..... 

Prices of drying oils, such as linseed and tung oils, will be affected by 
any sharp decline in U.S. building activity and in use of paint. 

Prices of natural rubber are off sharply as production and inventories 
build up and synthetic plants keep running’at a fairly high rate. 











Meanwhile, countries selling these commodities to the U.S. are in a squeeze. 
Most of the things they buy in the U.S. are not being reduced much, if at all. 
Machinery, trucks, agricultural equipment, coal, food are still high. 
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WORLD COMMERCE AND INDUSTRY--(Continued) 


Raw material countries, thus, are in a tight spot. 

What they sell brings less, what they buy stays high. 

This whipsaw action is cutting into their dollar holdings. 

You already can see it happening in Latin America. ; 

But Latin America, over all, still has plenty of dollars and, where dollars 
are short, import controls will be used more and more. 

The British Empire also will feel the reduced dollar take. Among the big- 
gest net earners of dollars in the Empire right now are Malaya and West Africa. 
So, a falling off in rubber and cocoa prices has heads shaking in London. 

The Philippines too, have. been relying heavily on’ sales of copra (source of 
coconut oil) at very high prices to tide them over the rough spots until ex- 
ports of Manila fiber and sugar could be resumed. Copra prices are way down. 

China was counting on exports of tung and peanut oil to bring in many dollars. 

Japan already is disillusioned about silk sales in the U.S. 

Importance of the U.S. market and what happens in it is almost overwhelming 
in this era of dollar shortages. Even just a recession in the U.S. will cast 
its shadow over all the world. Insulation against a U.S. price decline is paper- 
thin. Only hope is that prices of big U.S. exports also are to decline. Chances 
for this are good in wheat, not good in coal nor in most industrial products. 
High wage costs are to make price retreats in U.S. products slow, grudging. 























Basic contradiction in U.S. policies thus begins to show up..... 

On the one hand, pressure is applied to lower U.S. prices. But this, so 
far, is affecting import prices as much or more than export prices. This tends 
to widen the gap between U.S. exports and imports, to suck in scarce dollars. 

On the other hand, much concern is felt for dollar-hungry Europe and Asia. 
More and more loans are necessary: economic loans to’replace dollars and rebuild 
weak productive systems; political loans to keep the Communist bear from the door. 

It is no wonder that so many of the reconstruction plans of European coun- 
tries are designed to make them more self-sufficient, less dependent on U.S. or 
other bounty. It's an easy step from this to economic nationalism, to many small 
cubicles of trade. Such a result would be far from Washington's original aims. 











Ocean freight rates remain high, reflecting lopsided condition of trade..... 

Tonnage of shipping actively engaged in carrying the world's trade is 
larger than it was in prewar days. 

Tonnage of freight to be carried is much smaller than before the war. 

Yet freight rates now are far higher than in 1938. 

Chief reason is that traffic is unbalanced. Ships are crammed going from 
U.S. ports to Europe and Asia but have to carry much ballast on return voyages. 
This makes necessary high freight rates, if over-all profits are to be made. 

Rates are also high because of port congestion, worst in Latin America and 
the Far East. Time spent waiting to load and unload in port is a big cost factor. 

Profits of shipping firms are substantial. Even U.S. ships, with their high 
wage and operating costs, are in the black for the time being. Ships of other 
countries, with much lower costs of operation, are coining money. 

But these high freight rates bear heavily on the large number of countries 
that are buying U.S. goods but are unable to ship them in their own bottoms. 

No wonder that these countries clamor for U.S. surplus ships. But no more 
will be sold to them. You get the details of the shipping picture on page 18. 
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HODGE: Soldier in Diplomat’s Job 


ussia and the U.S. now are making 
R one more attempt to unite a divided 
Korea, but there is an important change 
in current negotiations. This time the 
chief U.S. negotiator, Lt. Gen. John 
Reed Hodge, carries a big bargaining 
stick: the U.S. decision to build up the 
economy of Southern Korea, with or 
without Russian assent. 

Hodge, a combat soldier who runs the 
Korean occupation, has planned thor- 
oughly for this effort to break the U. S.- 
Russian deadlock. He has been in Wash- 
ington for briefing on what the U.S. 
wants and plans. And he has stumped 
the U.S. zone of Korea to build up con- 
tacts with the population. 

The sharp-spoken General recognizes 
that the job handed him is so difficult it 
could shatter a reputation built through 
years of military service. But he is de- 
termined to get a solid foundation under 
Korean independence. He is a soldier, 
not a diplomat, but in his present assign- 
ment he has the backing and advice of 
the top diplomats handling U.S. policy 
with Russia. 

@ More criticism than praise has been 
Hodge's lot since he entered Korea near- 
ly two years ago as a liberator. 

Important segments of both left and 
right-wing political parties of Korea 
spend much of their time sniping at him. 

The Soviet propaganda machine regu- 
larly assails his occupation policies. 

Even many Americans ask why he has 
so much trouble in a “friendly” country 
while General of the Army Douglas Mac- 
Arthur’s occupation of nearby Japan pro- 
ceeds without violence. 

Despite the criticism, Hodge still be- 
lieves he can solve Korea’s many and 
complicated problems. He is determined 
that Korea will get her freedom, but he 
is not going to let the Government be 
run solely by either the Communists or 
ultraconservative Nationalists who now 
are struggling for power. 

Hodge generally is credited with being 
author of the statement that “Koreans 
are the same breed of cats as the Japa- 
nese.” This remark which has done much 
to hart U.S.-Korean relations, actually 
was made by a member of General 
Hodge’s staff during the early days of 
the occupation. Hodge assumed responsi- 
bility for this statement by one of his 
subordinates. 

The General likes the Korean people 
and believes their nation faces a bright 
future. Nevertheless, he is vutspoken in 


his disagreement with Koreans who con- 
tend that their country is ready for im- 
mediate independence. 

“We want a real democratic country 
in Korea,” says Hodge. “But we can't do 
it fast. We must build it brick by brick.” 
@ Korean unity is the goal of negotia- 
tions now resumed by the U.S. and Rus- 
sia after a one-year stalemate. The idea 
is to establish a provisional government 
under Allied trusteeship. 

Hodge, by doing everything possible 

to make the negotiations succeed, is risk- 
ing a new break with the influential con- 
servative factions in his southern zone. 
Most Koreans oppose trusteeship, but 
the Russians have insisted on it. There- 
fore, Hodge has ahead of him a difficult 
job in working out an agreement that 
will prove satisfactory to both sides. 
@ A career soldier, Hodge is not a West 
Point graduate. He entered the Army as 
a second lieutenant in the infantry re- 
serve soon after graduating from the 
University of Illinois in 1917. By Febru- 
ary. of 1918 he was with the 61st In- 
fantry Regiment in France, where he 
participated in the St. Mihiel and Meuse- 
Argonne oftensives. 





-~U.S. Signal Corps 


Building democracy brick by brick 


Between wars Hodge held a variety 
of assignments. He taught military sci- 
ence and served with the Civilian Con- 
servation Corps. He first attracted atten- 
tion of the Army high command, how- 
ever, when he went to the general staff 
in 1936. Next he became plans and 
training officer for the Seventh Corps, 
where he was commended by the late 
Gen. Leslie McNair for conducting what 
McNair described as the finest field tests 
he had ever seen. 

When World War II was only a few 
months old, Hodge was on his way to 
the Pacific. He was assistant commander 
of the 25th Division on Guadalcanal. 
When the American Division was created 
in the field, he became its first com- 
mander. When the 43rd Division en- 
countered difficulties in the 1943 New 
Georgia campaign, Hodge was called in 
as temporary commander. 

During South Pacific campaigns 
Hodge was a familiar front-line figure. 
Subordinates learned to spot him from 
a distance by the walking stick in his 
hand and the cigar in his mouth. He 
was wounded during one of these front- 
line tours. 

Hodge would shower praise on his 
officers and men who showed good re- 
sults and would go to the other extreme 
in cases of failure. One officer who suf- 
fered a tongue-lashing from Hodge com- 
mented that if swearing made a general 
colorful then Hodge wads the Army's 
most colorful character. 

In 1944 Hodge became commander 
of the 24th Corps and his first mission 
was in the Philippines. He landed with 
his divisions on Leyte, and they con- 
tributed heavily to the Japanese defeat. 

Hodge's decorations are numerous, but 
he is proudest of an Air Medal, awarded 
for making countless reconnaissance 
flights in the Philippines. He is one of 
the few infantry generals who pilots his 
own plane. On several occasions he flew 
so low that his observation craft was hit 
by small-arms fire. 

After Leyte was mopped up, Hodge 

reassembled his 24th Corps for its most 
difficult campaign, the invasion of Oki- 
nawa. Preparations were under way to 
invade Japan proper when the surrender 
occurred. The 24th was ordered to 
Southern Korea, where Hodge became 
commander of all U.S. forces. 
@ Japan’s sudden surrender caught the 
U.S. with no trained military govern- 
ment personnel for the occupation of 
Korea. The hardened combat veterans 
of the 24th didn't relish the job. They 
wanted to go home or to Japan. 

For several months Hodge adminis- 
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tered Korea singlehanded. His officer 
staff was replaced the equivalent of three 
times. Directives from Washington were 
few and far between. 

Morale was bad among his troops, 
who couldn't forget that many Koreans 
had fought with the Japanese Army. 
Korea was at the end of the supply line, 
so food was not even average in quality. 

Hodge slowly improved the U. S. mil- 
itary situation in Korea. He won a fight 
to get his troops better food and more 
entertainment. Army enlistments for 
Korea are increasing, and _American 
troops are getting along better with the 
Korean people. 

Since returning from Washington con- 
ferences, Hodge also has exerted greater 
efforts toward selling himself to the 


people of Southern Korea. When he 
made a tour of U.S. military installa- 
tions, some cities declared public holi- 
days in honor of his visit. 

Hodge regularly arrives at his office 
hours before other members of his staff. 
By getting much of his routine work out 
of the way early, he has more time to 
see Korean people and their country. 

This acquaintance with the people is 
the background Hodge takes with him 
into the U.S.-Soviet negotiations on 
which may hinge the future of Korea. 
He is much more a soldier than a diplo- 
mat, but for the current negotiations the 
General, who is not afraid to speak his 
mind, is well briefed by Washington and 
is supported by a strong staff of War and 
State Department advisers. 


WILSON: Voice of U.S. in Turkey 


§ UNITED STATES is losing no time 
in putting U.S. dollars to work to 
strengthen Turkey against Russian pres- 
sure. Even before Congress formally 
votes a $100,000,000 grant for the pur- 
pose, technical experts are at work with 
U.S. Ambassador Edwin Carleton Wil- 
son surveying Turkey's military needs. 

A 20-man mission from the U. S. State, 
War and Navy departments is on the job 
in Ankara, the Turkish capital. The U. S. 
Embassy hums with military talk. The 
job now undertaken—a unique diplomatic 
assignment in peacetime—amounts to re- 
arming Turkey with the most modern 
military equipment the U.S. can provide 
in order to make the country a stronger 
base against communism. 

Wilson and his advisers are blueprint- 

ing Turkey's needs. The actual arms are 
to come along after Congress appropri- 
ates the $100,000,000. 
@ Arming Turkey. As Wilson sees it, 
Turkey is a bulwark for democracy in the 
Eastern Mediterranean. There is no Com- 
munist Party in the country. But ever 
since the war ended, Russia has been put- 
ting pressure on the Turks to obtain bases 
in the Dardanelles and: frontier conces- 
sions in Turkey's eastern provinces. 

Wilson has been reporting to Washing- 
ton, from the time he first went to Turkey 
as Ambassador in March 1945 that Tur- 
key needs outside help to withstand this 
pressure. He dyew the attention of Amer- 
ican officials to the fact that Turkey was 
spending more than 50 per cent of her 
budget for national defense. He pointed 
out that more than 800,000 men were 
tied up in the Army at a time when 
Turkey was short of man power for in- 
dustry and agriculture. Wilson described 
in detail for the U.S. War and Navy 
departments the weakness of Turkey’s 
defenses. He reported that the country 
had only a handful of light airplanes, 
virtually no modern artillery or armored 
equipment, antiquated roads and rail- 
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Strengthening ties with gatekeeper 


roads and hardly any antiaircraft de- 
fenses. 

Wilson regards Turkey as a keystone 
to influence in the entire Middle East. 
He believes that the U. S..must strength- 
en its ties with the nation that acts as 
gatekeeper for the Dardanelles water- 
way between Europe and Asia. In line 
with this, he was instrumental in per- 
suading Washington to send naval task 
forces on ceremonial visits to Turkey 
last year and again this year. 

President Truman’s decision to ask 
Congress for aid to Turkey and Greece 
was based partly on the factual picture 
sketched over many months in Wilson’s 
reports. 

@ Seasoned reporter. No ordinary diplo- 
matic reporter could play such a leading 
part in shaping his nation’s policies. Ed- 
win C. Wilson’s dispatches are highly 
esteemed in Washington. His coded 
cables on U.S. affairs have a reputation 
for presenting a terse, objective analysis 


free of personal opinion. Wilson is studi- 
ous, sparse of words, blunt and modest. 
In his moments of humor he is so poker- 
faced that associates find it hard to tell 
whether he is joking or not. His only 
known hobby is collecting Oriental rugs, 
and that is an interest acquired only re- 
cently. 

Twenty-seven years of diplomatic serv- 
ice have molded these attitudes. Wilson, 
who is not 54 years old, prepared for his 
career at Michigan and Harvard univers- 
ities. He saw more service in the First 
World War than most Americans. Before 
the U.S. entered the conflict he drove 
an ambulance in France. Later, he be- 
came a second lieutenant in the U.S. 
field artillery. 

@ Expert on France. Back home after a 

year of occupation duty, Wilson entered 
the State Department in 1920. He _be- 
came, by turns, a specialist on the af- 
fairs of Latin America and of France, 
serving both at home and abroad. From 
1931 to 1935 he headed the section of 
the State Department that deals with 
Latin America and helped lay the basis 
for the Good Neighbor policy. Then he 
served as counselor of embassy in Paris, 
the top career post there. 

When war broke out again in Europe, 
Wilson returned to the Western Hemi- 
sphere to enter diplomacy’s highest level. 
He became Minister to Uruguay in 1939, 
Ambassador to Panama in 1941. In 1943, 
he was named U.S. member of a Big 
Three commission to handle problems 
in the Mediterranean arising from the 
Allied landings in North Africa. From 
Algiers, he saw the inner workings of 
Allied political strategy. His prewar 
friendships with French politicians were 
put to good use. He steered a middle 
course between rival partisans of Gen. 
Charles de Gaulle and the followers of 
Gen. Henri Giraud. 

Wilson was called home from Algiers 

to become head of the Office of Special 
Political Attairs, which did the basic 
planning for the United Nations. One of 
President Roosevelt's last diplomatic ap- 
pointments was to send Wilson to An- 
kara, as the end of the war approached 
and problems of maintaining the peace 
came to the fore. 
@ The delicate job that Wilson now has 
undertaken is to administer a U. S. policy 
calling for the supplying of arms for 
Turkey. He and his staff realize that the 
program will be carried out under the 
watchful eyes of Turkey’s neighbors. 
Wilson feels that the U.S. idea for bol- 
stering Turkey will suffer a major set- 
back if any country finds an excuse for 
claiming that U.S. help is an entering 
wedge for U.S. interference in Turkey’s 
domestic aftairs. This he is determined 
to prevent. He is charting now a course 
he hopes will give U.S. military aid to 
Turkey without undermining in any de- 
gree that country’s political independ- 
ence, 





Typical laborer in Greece has hard time 
providing bread and roof for his family 


PIRAEUS 
— PAPADOPOULOS is a Greek 
dockworker very much interested in 
the economic assistance all Greeks are 
expecting from the United States. From 
several talks I’ve had with him, I believe 
he is more or less typical of the working- 
class Greek and that you'll find his story 
gives you an idea of what the Greeks 
are up against. 

Papadopoulos’ average wages as a 
dockworker are better than those of most 
middle-class Greeks and far above the 
salary of a civil servant. Yet ht is poor 
by any standard, poorly fed despite the 
hard labor he must do, and has a difficult 
time making both ends meet even when 
he earns more by extra work. 

He works the six-hour morning shift 
on the docks, loading and unloading 
cargo, at a flat rate of 5,000 drachmas 
($1) a day and has the opportunity of 
working overtime for an additional 2,800 
drachmas. Most of the dockworkers go 
looking for other jobs rather than work 
overtime, but Papadopoulos can’t take 
the chance. He works overtime and then 
goes looking for odd jobs. 

Papadopoulos lives with his wife, 
Angeliki, and his baby girl in a small 
room on a sidestreet in this town that 
serves as the port for Athens, the capital. 

The man’s working day starts early. 
By 5 a.m., he is up and his wife is put- 
ting out the milk and bread that is break- 
fast. Even that costs 2,000 drachmas (40 
cents). Sometimes, if he has had a par- 
ticularly good day on odd jobs, he buys 
a small piece of butter or extra milk for 
the baby. Butter costs 25,000 drachmas 
($5) for a 3-pound brick, and fresh milk 
is almost 50 cents a quart. 

After his six-hour shift, Papadopoulos 
goes home for lunch. Angeliki has spent 
the morning shopping and brought home 
some dried beans and potatoes or other 
vegetables. Most of the food is bought 
from a neighborhood grocer, a personal 
friend, who allows credit. The _ bills 
mount up for five days until Papadopou- 
los gets his pay check. If anything is 
left after the grocer bill is paid, the 
couple try to buy a piece of cheap meat. 
The lunch costs 5,000 drachmas, unless 
meat or sardines are included, in which 
case it costs double that. 

Papadopoulos often makes extra mon- 


ey by going to the docks in the afternoon 
where he handles baggage. There are 
always things to be carried and he has 
discovered that, despite the law against 
tipping, he can pick up a few dollars 
that way. 

Leftovers from lunch are heated up 
again for the Papadopoulos’ dinner. 

Saturday nights, Papadopoulos likes to 
take his plate of warm food to a nearby 
tavern and celebrate with a glass of resin 
wine. 

Most kitchens in workers’ homes have 
only a small kerosene stove set on a table. 
The Papadopouloses are unlucky in that, 
since they have a coal-burning stove that 
eats up 15 cents worth of coal a day. 
It’s those little expenses that worry them. 
Fifteen cents here and 10 cents there 
add up by the end of the week. 

Rent is subject to Government con- 
trols. Because the Papadopouloses have 
had their room since before the war, 
rent amounts to only 12,000 drachmas a 
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month. Had they moved in after the war 
their monthly rent would cost double 
that figure. 

Easter was the big day of the year 
because Papadopoulos received 90,000 
drachmas as a bonus. Angeliki got a new 
cheap cotton dress for 60,000 drachmas 

($12) and some clothes for the baby. 
The family had an extra-special meal: 
soup, meat, fish and a small cake. Papa- 
dopoulos needed a new pair of shoes, 
but they cost 50,000 drachmas, and 
Angeliki hadn't had any new clothes for 
a long, long time. 

’ Dockworkers are divided between two 
union trends,’ toward the right and 
toward the left. Papadopoulos and his 
friends have little sympathy with either 
group, but incline toward the Govern- 
ment-supported faction. They feel that, 
with dollars coming from the United 
States, the Government will be in a 
better position to help the workers. 

Papadopoulos and his family and 
friends want more food. If the Govern- 
ment unions can give them food, they'll 
vote for the Government; if not, it’s 


never too late to switch to the leftist 
unions. You can't eat political ideologies, 
right or left. 


J. M. 





Germans unable to replace worn clothes, 
so patches nearly cover original material 


BERLIN 
| Cimon TO HOLD uP the pants of Ger- 
many may not be as vital as food 
and coal in restoring the nation’s econ- 
omy, but it is one of the more important 
“little lacks” for everyday living. Not 
even the black market is able to pro- 
duce it. 
Mothers and housewives complain 
about the long hours of mending re- 


quired for family underwear, which is 
more mend that original material. But 
they really wail about the need of elastic 
for garters, for underclothing, waistbands 
and what-nots. Pins, buttons, sewing 
thread also are on the near to impossible 
list. 

Except for these rare articles, going 
shopping for a wardrobe is possible in 
theory, extremely disappointing in actual 
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NIAGARA to the SAGUENAY—Enjoy all 
or any part of this world-famous 
route between Buffalo and the Sag- 
uenay River, including Thousand Is- 
lands, the “Rapids,’’Murray Bay, etc. 
GREAT LAKES CRUISES—Lakes 
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lake steamer. See the “Soo,” Port 
Arthur, Ft. William. Sports, enter- 
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Going Away? 


If you plan to be away from home 


this summer, here’s a _ convenient 
coupon to use in telling us your vaca- 
tion address. 


We will be happy to send your copies 
of World Report to any address at 
which you will be staying one month 
or more. But please let us have your 
instructions at least three weeks in 
advance of the date you will move. 





Address to which World Report is now being sent: 
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Address to which you want World Report sent this 
summer: 
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sending World Report to the first address 
above one week after the period indicated. 
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results. Barter and black market are the 
most fruitful methods. 

Germans operate legal barter stores 
now, as they did under the Nazis. It is 
possible to buy two shirts in exchange 
for two underpants, a pillow case for two 
pairs of children’s stockings, a pair of 
shoes size 8 for a pair size 6. Articles 
are displayed in shop windows, the prices 
marked in terms of barter. Most of the 
goods are used, or of very poor quality. 

A second barter system is indirect, 
through antique shops, and plays upon 
the Germans’ hard luck. A German who 
needs a shirt, for example, owns a val- 
uable china vase. He takes the vase to 
a dealer, sells at a sacrifice in the pawn- 
shop manner and uses the marks to buy 
a shirt in the black market. The dealer 
usually hopes to sell the vase to one of 
the foreign occupants at a handsome 
profit in marks, or for cigarettes which 
will buy food. 

The American Army runs a barter sys- 
tem, also, in the larger cities. Here Ger- 
mans bring china, glassware, radios, rugs, 
typewriters in exchange for barter points 
with which to buy food, cigarettes and 
clothing supplied by the Americans. 

The German wants cigarettes from the 
barter more than anything else so that 
he can go into the black market for his 
real purchases. Recognizing this, the 
Army in Berlin now has banned cig- 
arettes as an exchange medium in its 
store or barter markets, and they cannot 
be shipped from the U.S. to Germany. 

Beyond barter and black market, there 
are regular clothing stores, poorly stocked 
with rationed goods such as socks, shirts, 
underwear. Overcoats and suits are lack- 
ing, although there have been some dis- 
tributions of heavy work clothing through 
trade-union or political groups. 

A rationed shirt, of mixed cotton and 
rayon, German made, costs 14 marks or 
about one third of an average worker's 
daily wage. Socks are from 2 to 4 marks. 
There are not enough of these clothes, 
a mixture of poor imports or native man- 
ufacture, for all. 

Germans complain, however, that the 
little supply is reserved for “victims of 
fascism,’ and are convinced that any- 
thing worthwhile goes to friends of the 
distributors or in under-the-counter trade. 
Some things can be bought. A girl, work- 
ing as a housemaid, bought two sweaters 
of rayon, fairly well tailored and of good 
design, for 80 marks each, a total of 160 
marks or 10 marks more than her month’s 
income. For 500 marks, available only on 
the black market, she could buy a dress, 
the price to her representing more than 
three months of i me. 

Mostly, peopl e over old clothes. 
A woman will ap,car in a dress made 
from two or three old ones, of different 
colors. Coats are made over, also, by 
piecing, or sometimes by using blankets. 
Children wear trousers and coats made 
from old uniforms. Men often wear army 


overcoats, jackets and trousers, usually 
without having them recut or dyed. 

When the Nazi collapse came, many 
women scurried through the woods to 
gather up uniforms and textiles from 
temporarily abandoned Army stockpiles. 
Not long ago, a group found what they 
thought was a large stock of cotton suit- 
ing material, took it to a store for dyeing 
into pajama material. Fortunately, and 
in the nick of time, discovery was made 
that the material was highly inflammable 
gun cotton. 

Shoes are the greatest concern. The 
Nazis were on top long enough so that 
most peop!e got enough clothing to carry 
them through the first two years after 
the war, patched and worn though it be. 
But shoes wear out fast, and completely. 
Some shoes ‘have been distributed in 
Berlin but they don't go very far in a city 
which normally uses up 900,000 pairs a 
year and hasn't had a normal replace- 
ment for at least three years. 

Wartime shoes still do for the majority, 
but repair is difficult. The shoemaker 
first requires cigarettes with which to buy 
material for resoling. One woman got 
this far, but the shoemaker couldn't re- 
pair the uppers, to make them a little 
more waterproof, because he had no 
thread. Black market shoes cost about 
800 marks, or two to four months’ in- 
come for a workman. Furthermore, they 
are hard to find. 

With plenty of money, one can find 
luxury goods in Berlin's once famous 
shops, now damaged and with little heat 
Lut still doing business and staging lavish 
style shows for each season. A smart 
dinner dress costs about 8,000 marks, a 
maid’s income for four and one-half 
years—without tax deductions. 

Stop a German on the street and ask 
him how he does his shopping for clothes 
and he either will duck away, thinking 
you must be a lunatic or else checking up 
on illegal activities, or bitterly proclaim 
the hardships of life. T. H. 
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SOVIET STAND ON ATOMIC WARFARE 


Gromyko, delegate to U.N., gives Russian views on control 


(Full text of speech by Andrei A. Gromyko, Soviet dele- 
gate to the United Nations, outlining the Soviet Union’s 
position on atomic warfare, delivered before the Ameri- 
can-Russian Institute, New York City, May 19, 1947.) 


T GIVES ME great pleasure to meet the people who are in- 

terested in the work of the American-Russian Institute. An 
interest in the work of this Institute is evidence of the in- 
terest manifested in Soviet-American relations. This can be 
explained by the fact that the American people, including 
representatives ‘of American science and culture, are fully 
aware that the question of Soviet-American relations is of great 
importance to both our. countries, as well as to the whole 
world. I think that I shall express the opinion of all those 
present here, if I say that this idea is deeply rooted in the 
consciousness of Americans, and I may add not only of 
Americans. — 

I shall not speak specially-on the subject of Soviet-American 
relations. These relations are too many sided to make it pos- 
sible to elucidate this theme more or less fully in a brief state- 
ment. I shall touch upon one or two questions in the field of 
international relations, questions of interest not only to the 
United States and the Soviet Union, but to the whole world. 
I proceed not only from the fact that any important question 
of Soviet-American relations is of international significance, 
but also from the fact that any important question of inter- 
national relations cannot but be of interest to the Soviet Union 
and the United States. This is explained by the position which 
both of these countries occupy in the world and by their 
influence upon international affairs. 

As you know, the United Nations have recently set before 
themselves some important tasks on the strengthening of peace 
and international security. I have in mind, first of all, the de- 
cision of the General Assembly of Dec. 14, 1946, on the gen- 
eral reduction of armaments. There is reason to say definitely 
that the peoples of the world saw in this decision the first 
serious practical step of the organization directed towards the 
creation of a durable peace. 

In the above-mentioned decision tasks have been set forth, 
the consequence of which, if they are fulfilled, is difficult to 
overestimate. As is known, among them the question of the 
establishment of international control of atomic energy and of 
the prohibition of atomic weapons occupies an important place. 
It is hardly necessary to prove the importance of this measure. 
The importance of the decision is determined by the signifi- 
cance of the very discovery of the methods of the use of 
atomic energy. 

All agree that the solution of the question of the establish- 
ment of international control of atomic energy is a very im- 
portant problem which responds to the interests of all peace- 
loving peoples. However, it is necessary to say frankly that 
quite a few difficulties were encountered on the way to its 
solution. Some of them may be explained by the fact that 
this problem is a new one. The other difficulties cannot be ex- 
plained by the novelty of the problem. 

What is the essence of the question? In other words, what 
is the purpose of this control? The purpose of control is to 
prevent the use of atomic energy for military purposes and to 


insure its use for peaceful aims only. This is the task. It seems 
that all agree on this point. Consequently, if this is so, then 
the prohibition of atomic and other kinds of weapons of mass 
destruction is the foremost duty of the member states of the 
United Nations. If we all really want to establish international 
control of atomic energy in practice, then precisely this prob- 
lem must be solved. Thus, one foremost task is to declare the 
application of atomic energy for military purposes as the 
gravest crime against humanity. 

Taking all this into account and having in view the ap- 
propriate decisions of the United Natipns, the Soviet Govern- 
ment, as far back as in the middle of 1946, proposed the pro- 
hibition of atomic and other major weapons adaptable to mass 
destruction and submitted to the Atomic Energy Commission 
the proposal on conclusion of an appropriate convention, hav- 
ing submitted the draft of such a convention as well. 

It may appear strange, but it is a fact, that up to now the 
proposed draft of the convention has not yet been considered. 
It has not been considered because international control of 
atomic energy, as it has become clear, is understood in differ- 
ent ways. Not everyone considers that decisions should be fol- 
lowed by actions. One may often hear statements to the effect 
that the prohibition of atomic weapons could not be justified 
until a complete system of international control and inspection 
is established. 

Such conception cannot be justified since it counterposes 
the prohibition of atomic weapons to the control of atomic 
energy, while in reality the prohibition of this weapon consti- 
tutes the most important element and the first step in the es- 
tablishment of strict international control. 

But attention should be drawn not only to this opposition, 
but also to the fact that adherents of this conception introduce 
proposals on control and inspection which do not follow from 
the demands made on international control of atomic energy. 
For instance, it is proposed that a system of inspection be es- 
tablished in such a way that it should be given unlimited 
powers and the possibility of interfering in the internal eco- 
nomic life of nations. In other words, the inspection is pro- 
posed in such a form that it cannot be reconciled with the 
sovereignty and independence of states. It is obvious that pro- 
posals of this kind cannot constitute a basis for an agree- 
ment on international control of atomic energy. I would not 
have been frank if I had not said this. 

The Soviet Union has stood and does stand for strict inter- 
national control of atomic energy. The head of the Soviet 
Government, Generalissimo Stalin, has repeatedly pointed out 
the necessity for the establishment of such a strict control. The 
last time Generalissimo Stalin spoke of the necessity of in- 
ternational inspection and control of atomic energy was during 
his interview with Mr. [Harold E.] Stassen, the well-known 
spokesman of the Republican Party of the United States, which 
took place on April 9, 1947. V. M. Molotov, the Minister of 
Foreign Affairs of the U.S. S. R., also stated this when prob- 
lems of control were discussed at the session of the General 
Assembly in 1946. The Soviet representative on the Security 
Council and in the Atomic Energy Commission has repeatedly 
stated this as well. . 

The establishment of strict and effective inspection is 
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necessary for the prevention of the possibility of violations and 
evasions in respect to obligations assumed by nations for carry- 
ing out the convention on the prohibition of production, stock- 
ing up and use of atomic weapons. Does it mean, however, that 
inspection should be of an unlimited character? No, it does not. 
Effective inspection does not at all require the provision of 
unlimited powers for the inspectorate. Inspection should be 
strict and effective, but within the limits dictated by the neces- 
sity of insuring the use of atomic energy for peaceful purposes 
only. 

Expansion of the powers of inspection to the limits, which 
would lead to interference in the domestic affairs of states 
by the control organ, cannot find any justification. The United 
Nations is an organization of sovereign states. The under- 
mining of the sovereignty and independence of its members is 
the destruction of the basis of its existence. International con- 
trol'in this, as well as in all other respects, must be in ac- 
cordance with the fundamental principles on which the ac- 
tivities of the United Nations are based. 

The same may be said of the proposals providing for the 
granting to the international control organ the right of owner- 
ship and management of establishments for the production of 
atomic energy. It is impossible to agree with such proposals 
for the same reasons. They likewise cannot be justified by the 
interests of the establishment of effective control. I doubt that 
even the authors of the proposals seriously believe in the 
possibility of carrying them into effect. In the meantime, 
insistence on such proposals constitutes an obstacle, hinder- 
ing the achievement of agreement on this important matter. 

The Soviet Union cannot agree that its national economy 
be made dependent on the will even of a majority in the 
control organ, being aware that such majority may take one- 
sided decisions. The Soviet Union cannot subject the fate 
of its national economy to dependence on the will of the 
majority in such an international organ, because it realizes 
that there may be decisions dictated not only by interests of 
justice. And it is likely that it is not only the Soviet Union that 
holds to such a position. 

The course of the discussion on the various proposals on 
the question of control of atomic energy leaves no doubt that 
the solution of all the questions of control and inspection 
requires some time, especially if we take into account the 
divergence of views on the question—how the control itself 
and inspection are to be understood. However, does this mean 
that the prohibition of atomic weapons should be delayed? 
No, this does not mean that the prohibition of such weapons 
and the conclusion to this end of an appropriate convention 
should be postponed. 

Moreover, the attitude of this or that country in respect 
to the question of prohibiting the use of these weapons cannot 
be considered but as evidence of its attitude in general 
towards the establishment of international atomic energy con- 
trol. The delay in the prohibition of atomic weapons cannot be 
justified by references to the necessity of solving some other 
problems connected with the establishment of a complete 
system of control and, in particular, of solving the problem 
of inspection. The prohibition of the use of these weapons has 
to be considered as the first important step in a system of 
measures preventing the use of atomic energy for military 
purposes. 

The necessity of the conclusion of a convention on the pro- 
hibition of atomic weapons arises from the very nature of 
this weapon, which is a weapon of attack destined for the 
extermination, first of all, of peaceful populations. The con- 
science of humanity will not allow the use of this weapon 
as well as of all other major weapons of mass destruction 
(bacteriological, chemical and others), to remain unpro- 
hibited. Only artificially created obstacles hamper the solu- 
tion of this problem. These obstacles must be overcome, if 
we wish not in words but in deeds to ensure the use of atomic 
energy for peaceful purposes only, and only for the benefit 
of humanity. 
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We all know that some time ago a convention was con- 
cluded prohibiting the use in war of poisonous and suffocating 
gases, as well as of analogous liquids. If not for this prohi- 
bition, humanity probably would have suffered still greater 
disasters in the last war than those which it has suffered. It 
is relevant to recall this. In the light of this historical experi- 
ence, the necessity of prohibiting atomic and other major 
weapons of mass destruction is still more obvious. 

One may say that the prohibition of atomic weapons under 
the present conditions would mean greater sacrifices for the 
United States than for any other country, taking into account 
the fact that the atomic bomb was first manufactured in the 
United States. It is true that the atomic bomb was first manu- 
factured in the United States. Nobody denies this. But it 
is beyond any doubt that the position of monopoly for one 
country in this field is of a temporary character. I think 
everyone is in agreement on this point. It is impossible to 
stop the advance of science not only in the U. S., but in other 
countries as well. This relates above all to those nations which 
possess not only the appropriate scientific personnel but also 
the technical and other means necessary for carrying on work 
in the field of the production of atomic energy. 

If this is so, then does it not seem questionable to proceed 
while considering such an important problem from the neces- 
sity of maintaining a position of monopoly for one country in 
the field of the production of atomic energy, especially if 
we take into account that in reality such a monopoly is an 
illusion. To base oneself only on this premise—means to 
understand the interests of even one country in a very narrow 
sense, to say nothing of the fact that such a viewpoint does 
not correspond to the decision on the carrying out of the 
international measures ensuring the use of atomic energy 
for peaceful purposes only. Who knows, the time may come 
when the country, at present occupying a more favorable posi- 
tion in this respect than other nations, will find itself in the 
Same, Or maybe even in a less favorable position in compari- 
son with other states in the field of the development and 
perfection of certain dangerous kinds of weapons, if such 
weapons are not prohibited. 

The tendency to secure this monopoly for one country 
inevitably causes rivalry among nations in this field. The use 
of atomic energy for military purposes by any one country 
inevitably brings about similar actions on the part of the 
other states. All of this cannot but cause mutual suspicion 
among nations, and cannot but impede the development and 
strengthening of friendly relations among them and mutual 
confidence among the United Nations. 

Let us hope that international control of atomic energy 
will be established in the long run, and that we shall be able 
to come to an agreement on all the fundamental issues 
involved. It goes without saying that in order to reach 
an agreement it is necessary to make the | discussion 
of the question of practical measures for the establish- 
ment of control, a concrete one. As I have already pointed 
out, the first practical step in the establishment of control is 
the conclusion of a convention on the prohibition of atomic 
weapons and other major weapons of mass destruction. The 
solution of this problem will facilitate the possibility of reach- 
ing an agreement on other important questions which arise 
in connection with the establishment of a complete system of 
control, including the question of inspection. 

It is necessary to establish an appropriate satineaitionel 
control agency for the practical realization of measures of con- 
trol. Such an agency must have at its disposal a proper staff 
of skilled international inspectors who will fulfill appropriate 
functions on instructions from the international agency. 

The course of the discussion of the problem of international 
control of atomic energy has shown that apparently not all 
concerned hold to the point of view that the negotiations 
being carried on at the present time on this question must 
bring about the practical establishment of such control imme- 
diately after the conclusion of an appropriate convention. 
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In this connection, I cannot but point out the fact that, for 
instance, not everybody on the Atomic Energy Commission 
received favorably the proposal of the Soviet Union on the 
necessity of putting the control into effect immediately after 
a convention is concluded and an international control agency 
is established. It would seem obvious that after the conclu- 
sion of a convention and after the establishment of such an 
agency, the provisions of this convention should be carried 
out, precisely for the reason that the convention has to 
be concluded for this very purpose. 

We are told that the conclusion of a convention and the 
establishment of an international control agency do not yet 
mean that immediately after the conclusion of the convention 
the control over the establishments actually has to be set 
up, beginning with the initial stages of production and ending 
with the enterprises producing the final atomic materials. 
Moreover, we are told that it is better not to fix any time 
limits providing for the practical fulfillment of control meas- 
ures. It is impossible to agree with such a point of view. 

Objections to carrying out practical measures of control and 
inspection immediately after the conclusion of a convention 
and after establishment of a control agency deal a blow to 
the very idea of establishing international control. Let us hope 
that this obstacle will be removed as well and that we shall 
succeed finally in finding a common language on this problem. 

I have already pointed out that the United Nations decision, 
adopted on Dec. 14, 1946, deals not only with the prohibition 
of atomic and other major weapons of mass destruction, but 
also with the general reduction of armaments. The prohibition 
of atomic weapons is a part of this general task. The solution 
of the problem not only of atomic energy control, but of the 
reduction of armaments as a whole will become possible only 
when the great powers act jointly and in harmony, trying to 
carry out decisions made with their active participation. 

It is necessary, however, to note that up to now we have 
not been able properly to approach the solution of the problem 
of the general reduction of armaments, even from the point 
of view of carrving out preliminary measures. I think that mv 
colleagues in the Security Council who are present here will 
not complain against me for this remark, at least this evening. 
There have been many difficulties encountered even at the 
very becinning of the consideration of practical measures on 
the fulfillment of this decision. For instance, it is pointed out 
that before the reduction of armaments is effected it is 
necessary to establish international control of atomic energy. 
Thus, one problem is conditioned by the solution of another 
one, instead of solving both of them simultaneously. If we 
set as a condition for the solution of one of these problems 
the solution of the other, then both of them may remain 
unsolved. 

It is also pointed out that before we can carry out the 
general reduction of armaments, it is essential to create a 
system of security and international confidence. Thus, a 
system of security and confidence are counterposed to the 
reduction of armaments, though in reality the latter is an 
indispensable condition and an essential part of the system 
of security itself and the establishment of international con- 
fidence. Can anyone deny the fact that it is more difficult to 
create international confidence when there exist numerous 
armies, navies and air forces, when weapons of mass destruc- 
tion are among armaments, when there is limitation neither 
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in quantity nor in equality, in respect to these kinds of 
weapons as well as in respect to armaments and armed forces 
in general. It is not difficult to understand that it is easier 
to create mutual confidence and security by carrying into 
effect the measures for the reduction of armaments and for 
the prohibition of the major types of weapons adaptable to 
mass destruction. 

Sometimes it is also stated that it is impossible to carry out 
the reduction of armaments until a system of international 
safeguards and control is created. Thus, safeguards are also 
counterposed to the measures on the reduction of armaments 
themselves. As a matter of fact, not only should safeguards 
be counterposed to the measures themselves, but, on the 
contrary, they should be considered as a component and 
indispensable part of the measures, and must be carried out 
simultaneously with the realization of the latter. The reduction 
of armaments by itself constitutes a safeguard in the broad 
sense of the word. 

It is also impossible to agree with the argument to the 
effect that practical measures on the reduction of armaments 
cannot be carried out until the special agreements on placing 
the armed forces at the disposal of the Security Council by 
the nations, as provided for by the Charter of the United 
Nations, are concluded. 

The carrying out of practical measures on reduction of 
armaments cannot but facilitate the task of the conclusion of 
such agreements. To wait until the agreements are concluded 
means to delay the fulfillment of the decision on the general 
reduction of armaments. 

I have dealt with some of the questions which now hold 
an outstanding place in international relations, and on the 
decison of which the success or failure of the United Nations 
(in which the Soviet Union and the United States play 
an important part) in the creation of international security 
will depend. The great powers—permanent members of the 
Security Council—first and foremost, will bear a great part of 
responsibility for the fulfillment of this task. The Soviet 
Union, as in the past, will strive to help to solve these tasks 
successfully. It will co-operate with other nations to this 
end. 

In conclusion, I wish to say the following: I have frankly 
expressed some of my thoughts. Maybe some of you will find 
that I have done it too frankly. It is possible that they will be 
right. But I can assure you that frank statements are more 
useful than those lacking frankness. The first task in the 
solution of important questions, especially those in the field 
of international affairs is to understand each other. It is much 
easier to understand correctly when one speaks frankly. Such 
a method not only does not hamper the possibilities of reach- 
ing an agreement on important questions, but, on the contrary, 
even facilitates this task. 

And agreement on these questions is of great importance, 
and we, I mean the United States and the Soviet Union, should 
strive towards it. This is required by the interests of peace 
and security. 

Allow me to wish you the best of success in the activities of 
vour Institute, directed towards the strengthening of mutual 
understanding between the Soviet Union and the United 
States, the understanding which corresponds not only to the 
fundamental national interests of our countries, but to the 
interests of all peace-loving peoples of the world as well. 








(Text of address by Winston Churchill to a United 
Europe meeting in London, May 14, 1947.) 


A LL THE GREATEST THINGS are simple, and many can be ex- 
pressed in a single word. Freedom; justice; honor; duty; 
mercy; hope. We who have come together here today, rep- 


CHURCHILL’S PLEA FOR A UNITED EUROPE 


resenting almost all the political parties of our British na- 
tional life and nearly all the creeds and churches of the. 
Western world—this large audience filling a famous hall—we 
also can express our purpose in a single word: Europe. 

At school we learned, from the maps hung on the walls, 
that there is a continent called Europe. I remember quite 
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well being taught this as a child, and, after living a long time, 
I still believe it is true. However, professional geographers 
now tell us that the Continent of Europe is really only on 
the peninsula of the Asiatic land mass. I must tell you that I 
feel that this would be an arid and uninspiring conclusion 
and, tor myself, I disinctly ei: what I was taught when I 
was a boy. 

It has been finely said by a young English writer, Mr. 
Sewell, that the real demarcation between Europe and Asia 
is no chain of mountains, no natural frontier, but a system of 
beliefs and ideas which we eall Western civilization. 

In the rich pattern of this culture, says Mr. Sewell, there 
are many strands: The Hebrew belief in God; the Christian 
message of compassion and redemption; the Greek love of 
truth, beauty and goodness; the Roman genius for law. Eu- 
rope is a spiritual conception. But, if men cease to hold that 
conception in their minds, cease to feel its worth in their 
hearts, it will die. 

These are not my words, but they are my faith; and we are 
here to proclaim our resolve that the spiritual conception of 
Europe shall not die. We declare, on the contrary, that it shall 
live and shine, and cast its redeeming illumination upon a 
world of confusion and woe. 

That is what has brought us all together here this eve- 
ning, and that is what is going to keep us all together—however 
sharply or even deeply we may be divided on many other mat- 
ters—until our goal is reached and our hopes are realized. 

In our task of reviving the glories and happiness of 
Europe, her culture and her prosperity, it can certainly be 
said that we start at the bottom of her fortunes. 

There is the fairest, most temperate, most fertile area of 
the globe. The influence and the power of Europe and of 
Christendom have for centuries shaped and dominated the 
course of history. The sons and daughters of Europe have 
gone forth and carried their message to every part of the 
world. Religion, law, learning, art, science, industry through- 
out the world all bear in so many lands, under every sky and 
in every clime, the stamp of European origin and traces of 
European influence. 
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But what is Europe now? It is a rubble heap, a charnel 
house, a breeding ground of pestilence and hate. Ancient 
nationalistic feuds and modern ideological factions distract 
and infuriate the unhappy, hungry populations. 

Evil teachers urge the paying off of old scores with mathe- 
niatical precision, and false guides point to unsparing retri- 
bution as the path to prosperity. 

Is there then to be no respite? Has Europe’s mission come 
to an end? Has she nothing to give to the world but the 
contagion of the black death? Are her peoples to go on 
harrying and tormenting one another by war and vengeance 
until all that invests human life with dignity and comfort 
has been obliterated? 

Are the states of Europe to continue forever to squander 
the first fruits of their toil upon the erection of new barriers. 
military fortifications and tariff walls and passport networks 
against one another? 

Are we Europeans to become incapable, with all our 
tropical and colonial dependencies, with all our long-created 
trading connections, with all that modern production and 
transportation can do, of even averting famine from the 
mass of our peoples?. Are we all, through our poverty and 
our quarrels, forever to be a burden and a danger to the 
rest of the world? Do we imagine that we can be carried 
forward indefinitely upon the shoulders—broad though they 
be—of the United States? 

The time has come when these questions must be answered. 
This is the hour of choice, and surely the choice is plain. 
If the peoples of Europe resolve to come together and work 
together for mutual advantage, to exchange blessings instead 
of curses, -they still have it in their power to sweep away 
the horrors and miseries which surround them and to allow 
the streams of freedom, happiness and abundance to begin 
again their healing flow. 

This is the supreme opportunity, and, if it be cast away, 
no one. can predict that it will ever return or what the 
resulting catastrophe will be 

I will therefore explain in general terms where we are 
and what are the first things we have to do. We have now at- 
once to set on foot an organization in Great Britain to pro- 
mote the cause of United Europe and to give this idea the 
prominence and vitality necessary for it to lay hold of the 
minds of our fellow countrymen to such an extent that it 
will affect their actions and influence the course of national 
policy. 

We accept, without question, the world supremacy of the 
United Nations’ organization. In the Constitution agreed at 
San Francisco, direct provision is made for regional organiza- 
tions to be formed. United Europe will form one major 
regional entity. 

There is the United States, with all its dependencies; 
there is the Soviet Union; there is the British Empire and 
Commonwealth; and there is Europe, with which Great 
Britain is profoundly blended. Here are the four main pillars 
of,the world temple of peace. Let us make sure that they 
will all bear the weight which will be reposed upon them 

It is not for us at this stage to attempt to define or prescribe 
the structure of constitutions. We ourselves are content to 
present the idea of United Europe, in which our country will 
play a decisive part, as a moral, cultural and spiritual con- 
ception, to which all can rally without divergence about struc- 
ture. 

It is for the responsible statesmen who have the conduct of 
affairs in’their hands and the power of executive action to 
shape and fashion the structure. It is for us to lay the 
foundation, to create the atmosphere and to give the driving 
impulsion. 

First I turn to France. For 40 years, I have marched with 
France. I have shared her joys and sufferings. I rejoice in 
her reviving national strength. Certainly I will not abandon 
this long comradeship now. 

But we have a proposal to make to France which will give 
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all Frenchmen a cause for serious thought and valiant deci- 
sion. If European unity is to be made an effective reality 
before it is too late, the wholehearted efforts, both of France 
and Britain, will be needed from the outset. They must go 
forward hand in hand. They must in fact be founder-partners 
in this movement. 

The central and almost the most serious problem which 
glares upon the Europe of today is thé future of Germany. 
Without a solution of this problem, there can be no United 
Europe. Except within the framework and against the back- 
ground of a United Europe, this problem is incapable of 
solution. 

In a Continent of divided national states, Germany and her 
hard-working people will not find means or scope to employ 
their energies. Economic suffocation will inevitably turn 
their thoughts to revolt and revenge. Germany will once 
again become a menace to her neighbors and to the whole 
world; and the fruits of victory and liberation will be cast 
away. 

But, on the wider stage of a United Europe, German 
industry and German genius would be able to find construc- 
tive and peaceful outlets. Instead of being a center of 
poverty and a source of danger, the German people would 
be enabled to bring back prosperity in no smal] measure, not 
only to themselves but to the whole Continent. 

Germany today lies prostrate, famishing among ruins. 
Obviously no initiative can be expected from her. It is for 
France and Britain to take the lead. Together they must, in 
a friendly manner, bring the German race back into the 
European circle. 

No one can say, and we need not attempt to forecast, 
what will be the future constitution of Germany. Various 
individual German states are at present being recreated. 
There are the old states and principalities of the Germany 
of former days to which the culture of the world owes so 
much. 

Without prejudice to any future question of German federa- 
tion, these individual states might well be invited to take their 
place in the council of Europe. Thus, in looking back to 
happier days, we should hope to mark the end of that long 
trail of hatred and retaliation which has already led us all, 
victors and vanquished alike, into the pit of squalor, slaughter 
and ruin. 

The prime duty and opportunity of bringing about this 
essential reunion belongs to us and to our French friends 
across the Channel. Strong bonds of affection, mutual confi- 
dence, common interest and similar outlook link France and 
Britain together. 

The treaty of alliance that has lately been signed merely 
gives formal expression to the community of sentiment that 
already exists as an indisputable and indestructible fact. 

It is true that this task of reconciliation. requires on the 
part of France, who has suffered so cruelly, an act of faith, 
sublime in character; but it is by this act of faith and by this 
act of faith alone that France will regain her historic position 
in the leadership of Europe. 

There is also another leading member of our ancient family 
of nations to be held in mind. There is Italy. Everything that 
I have said about the imperative need of reaching a recon- 
ciliation with the German race and the ending of the fearful 
quarrels that have ruined them, and almost ruined us, applies 
in a less difficult degree to the Italian people, who wish to 
dwell happily and industriously within their beautiful country 
and who were hurled by a dictator into the hideous struggles 
of the North. 

I am told that this idea of a United Europe makes an 
intense appeal to Italians who look back across the centuries 
of confusion and disorder to the glories of the classic age, 
when a dozen legions were sufficient to preserve peace and 
law through vast territories and when free men could travel 
freely under the sanction of a common citizenship. 

We hope to reach again a Europe purged of the slavery 


of the ancient times in which men will be as proud to say: 
“I am a European” as once they were to say: “Civis romanus 
sum.” We hope to see a Europe where men of every country 
will think so much of being a European as of belonging 
to their native land, and wherever they go in this wide do- 
main will truly feel: “Here I am at home.” How simple it 
would all be, and how crowned with glory, if that were to 
arrive. 

It will next of course be asked: “What are the political and 
physical boundaries of the United Europe you are trying 
to create? Which countries will be in and which out?” 

It is not our task or wish to draw frontier lines, but rather 
to smooth them away. Our aim is to bring about the unity of 
all nations of all Europe. 

We seek to exclude no state whose territory lies in Europe 
and which assures to its people those fundamental human 
and personal rights and liberties on which our democratic 
civilization has been created. 

Some countries will feel able to come into our circle sooner, 
and others later, according to the circumstances in which 
they are placed. They can all be sure that, whenever they 
are to join, a place and a welcome will be waiting for them 
at the European council table. 

When I first began writing about the United States of 
Europe some 15 years ago, I wondered whether the United 
States of America would regard such a development as antag- 
onistic to their interest, or even contrary to their safety. 

But all that has passed away. The whole movement of 
American opinion is favorable to the revival and recreation of 
Europe. This is surely not unnatural when we remember 
how the manhood of the United States has twice in a lifetime 
been forced to recross the Atlantic Ocean and pour out their 
treasure as the result of wars originating from ancient 
European feuds. 

One cannot be surprised that they would like to see a 
peaceful and united Europe taking its place in the foundations 
of the world organization to which they are devoted. I have 
no doubt that, far from encountering any opposition or 
prejudice from the great republic of the New World, our 
movement will have their blessing and their aid. 

We here in Great Britain have our own self-governing 
Dominions—Canada, Australia, New Zealand, South Africa. 
We are joined together by ties of free will which have stood 
unyielding against all the ups and downs of fortune. 

We are the center and summit of a world-wide common- 
wealth of nations. It is necessary that any policy this island 
may adopt towards Europe should enjoy the full sympathy 
and approval of thé peoples of the Dominions. Why should 
we suppose that they will not be with us in this cause? They 
feel with us that Britain is geographically and historically a 
part of Europe and that they also have their inheritance in 
Europe. 

If Europe united is to be a living force, Britain will have 
to play her full part as a member of the European family. 

The dominions alse know that their youth, like that of the 
United States, have twice in living memory traversed the 
immense ocean spaces to fight and die in wars brought about 
by European discord in the prevention of which they have 
been powerless. 

We may be sure that the cause of United Europe, in which 
the mother country must be a prime mover, will in no way 
be contrary to the sentiments which join us all together with 
our Dominions in the circle of the British crown. 

It is, of course, alleged that all advocacy of the ideal of 
United Europe is nothing but a maneuver in the game of 
power politics, and that it is a sinister plot against Soviet 
Russia. There is no truth in this. 

The whole purpose of a united democratic Europe is to 
give decisive guarantees against aggression. Looking out 
from the ruins of some of their most famous cities and from 
amid the cruel devastation of their fairest lands, the Russian 
people should surely realize how much they stand to gain 
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by the elimination of the causes of war and the fear of war 
on the European Continent. 
The creation of a healthy and contented Europe is the first 


and truest interest of the Soviet Union,. We had therefore . 


hope that all sincere efforts to promote European agreement 
and stability would receive, as they deserve, the sympathy 
and support of Russia, Instead, all this beneficent design has 
been denounced and viewed with suspicion by the Soviet 
press and radio. We have made no retort, and I do not 
propose to do so tonight. 

But neither could we accept the claim that the veto of a 
single power, however respected, should bar and prevent a 
movement necessary to the peace, amity and well-being of so 
many hundreds of millions of toiling and striving men and 
women. | 

We see before our eyes hundreds of millions of humble 
homes in Europe and islands outside which would be affected 
by war. Are they never to have a chance to thrive and 
flourish? Is the honest, faithful bread winner never to 
be able to reap the fruits of his labor? Can he never bring 
up his children in health and joy and with the hopes of 
better days? ’ 

Can he never be free from the fear of foreign invasion, the 
crash of the bomb or the shell, the tramp of the hostile patrol 
or, what is even worse, the knock upon his door of the secret 
political police to take away the loved one far from the 
protection of law and justice; when, all the time, by one 
spontaneous effort of his will, he could wake from all these 
nightmare horrors and stand forth in his manhood, free in the 
broad light of day? 

The conception of European unity already commands 
strong sympathy among the leading statesmen in almost all 
countries. Europe must federate or perish, said the present 
Prime Minister, Mr. Attlee, before the late terrible war; and 
I have no reason to suppose that he will abandon that presci- 
ent declaration at a time when the vindication of his words 
is at hand. 

Of course, we understand that, until public opinion ex- 
presses itself more definitely, governments hesitate to take 
positive action. It is for us to provide the proof of solid 
popular support, both here and abroad, which will give to 
the Governments of Europe a confidence to go forward and 
give practical effect to their beliefs. 

We cannot say how long it will be before this stage is 
reached. We ask, however, that in the meantime His Majes- 
ty’s Government, together with other governments, should 


, 
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approach the various pressing continental problems from a 
European rather than from a restricted national angle. 

In the discussions on the German and Austrian peace set- 
tlements, and indeed throughout the whole diplomatic field, 
the ultimate ideal should be held in view. Every new ar- 
rangement that is made should be designed in such a manner 
as to be capable of later being fitted into the pattern of a 
United Europe. 

I must end where I began namely, by placing this immense 
design of Europe within and subordinate to the United 
Nations organization. Unless some effective world super- 
government, for the purposes of preventing war, can be set 
up and begin its reign, the prospects for peace and human 
progress are dark and doubtful. 

But let there be no mistake upon one point. Without a 
united Europe, there is no prospect of world government. 
It is the urgent and indispensable stop toward the realiza- 
tion of that ideal. 

After the first great war, the league of- nations tried to 
build, without the aid of the United States, an international 
order upon a weak, divided Europe. Its failure cost us dear. 

Today, after the Second World War, Europe is far weaker 
and still more distracted. One of the four main pillars of the 
temple of peace lies before us in shattered fragments. It 
must be assembled and reconstructed before there can be any 
real progress in building a spacious superstructure of our 
desires. 

If, during the next five years, it is found possible to build 
a world organization of irresistible force and _ inviolable 
authority for the purpose of securing peace, there are no 
limits to the blessings which all men may enjoy and share. 
Nothing will help forward the building of that world organi- 
zation so much as unity and stability in a Europe that is 
conscious of her collective personality and resolved to assume 
her rightful part in guiding the unfolding destinies of man. 

In the ordinary day-to-day aftairs of life, men and women 
expect rewards for successful exertion,.and this is often right 
and reasonable. But those who serve causes as majestic and 
high as ours need no reward; nor are our aims limited by the 
span of human life. 7 

If success comes to us soon, we shall be happy. If our 
purpose is delayed, if we are confronted by obstacles and 
inertia, we may still be of good cheer, because in a cause, the 
righteousness of which will be proclaimed by the march of 
future events and the judgment of happier ages, we shall 
have done our duty and done our best. 





MARSHALL-MOLOTOV NOTES ON KOREA 


Letters provides basis for reconvening U.S.-U.S.S.R. Commission 


(The United States-U.S.S.R. Joint Commission negoti- 
ating the future of Korea has resumed discussions in 
Seoul on the basis of an exchange of letters between 
U.S. Secretary of State George C. Marshall and Soviet 
Foreign Minister V. M. Molotov, which follow. Previous 
correspondence on the question was published in the 
April 29 and May 6 issues of WORLD REPORT.) 


I HAVE CONSIDERED your letter of April 19, 1947, in which 
you accept our proposal to reconvene the U. S.-U.S.S. R. 
Joint Commission and suggest that the Commission resume 
its work on May 20 of this year. I have also noted your state- 
ment that resumption of the Commission’s work shall be “on 
the basis of an exact execution of the Moscow Agreement on 
Korea.” 
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In order to avoid any future misunderstanding with respect 
to the phrase “exact execution” I wish to make clear my 
interpretation of the phrase. In my letter to you of April 8, 
I stated that the Joint Commission should be charged with 
expediting “its work under the terms of the Moscow Agree- 
ment on a basis of respect for the democratic right of freedom 
of opinion.” In making this statement I had and have in mind 
the well-known position of the Government of the United 
States that Korean representatives of democratic parties and 
social organizations shall not be excluded from consultation 
with the Commission on the formation of a provisional Korean 
government because of opinions they might hold or may have 
expressed in the past concerning the future government of 


their country, provided they are prepared to co-operate with 
the Commission. 
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You mention three points which the Soviet Government 
believes to be of primary importance in its policy towards 
Korea. Your statement concerning the importance of establish- 
ing a provisional democratic Korean government on the basis 
of widescale participation of Korean democratic parties and 
social organizations has from the beginning been accepted by 
the United States Government as basic to its policy of assisting 
in the establishment of a self-governing sovereign Korea, 
independent of. foreign control and eligible for membership 
in the United Nations. 

I interpret your second point with respect to the establish- 
ment of “democratic authority agencies” throughout Korea 
as referring to local, provincial and national government 
agencies chosen, as you state, by means of free elections on 
the basis of a general and equal electoral right. 

I welcome the assurance contained in your third point with 
regard to the importance you attach to aiding in the restora- 
tion of Korea as an independent democratic state and in 
the develapment of its national economy and national cul- 
ture. Thel United States Government has under consid- 
eration a agpeng pt progrim for the rehabilitation of 
the econohy of Korea and for its educational and political 
development. 

In order that I may direct the United States commander 
in Korea to make preparations for opening the sessions of ‘the 
Joint Commission in Seoul on May 20, 1947, may I receive 
an early confirmation that we are mutually agreed as to the 
basis on which the Commission shall resume its important 
work? 

I am furnishing copies of this letter to the governments of 
China and the United Kingdom. 

Please accept, Mr. Minister, assurance of my _ highest 
esteem. 

Georce C. MARSHALL 





(Text of Foreign Minister Molotov’s letter to Secretary 
Marshall, May 7, 1947.) 


EREBY I CONFIRM receipt of your letter of May 2 on the 
H question of the resumption of the work of the Joint 
Soviet-American Commission for Korea. 

As I understand it, your proposal is that, before the re- 
suming of the work of the Joint Commission, agreement 
should be reached on the terms. of consultation with the 
Korean democratic parties and social organizations. This 
question was the subject of correspondence between the 
Soviet and American commanders in Korea, as a result of 
which, as I noted in my previous letter, there had been 


. considerable rapprochement in the views of both parties. 


In his letter of Nov. 26, 1946, the Soviet commander made 
the following proposals as a basis for the resumption of the 
work of the Joint Commission: 

“(1) The Joint Commission should consult the democratic 
parties and organizations which fully support the Moscow 
decision on Korea. 

“(2) The parties or social organizations invited for con- 
sultation with the Joint Commission should not appoint for 
consultation such representatives who comprised themselves 
by active opposition to the Moscow decision. 

“(3) The parties and social organizations invited to con- 
sultation with the Joint Commission should not and will not 
oppose or instigate others to oppose the Moscow decision on 
the work of the Joint Commission. Otherwise such parties and 
social organizations by agreement of the two delegations will 
be excluded from further consultation with the Joint Com- 
mission.” 

In his letter of Dec. 24, 1946, the American commander 
agreed to accept this proposal of the Soviet commander with 
the following amendments as a basis for resumption of the 
work of the Joint Commission: 


“Proposal No. 1 can be interpreted thus: The signing 
of the declaration contained in Communique No. 5 shall 
be regarded as a statement of good intention to fully sup- 
port the Moscow decision, entitling the parties and organ- 


izations which signed it to be nominated for initial consul 


tation. 

“Proposal No. 2. I believe that a party or organization which 
made such a declaration is entitled to appoint such a repre- 
sentative who, in its opinion, can in the best way present to 
the Joint Commission its views on the fulfillment of the Mos- 
cow decision. However, if such a representative for quite 
weighty reasons is regarded as hostile to the fulfillment of the 
Moscow decision, or to one of the Allied powers, the Joint 
Commission by mutual agreement may demand that the party 
which made such a declaration appoint another representative 
in his stead. 

“Proposal No. 3. The following formulation of this point is 
proposed: The persons, parties and social organizations in- 
vited for consultation with the Joint Commission, after signing 
the declaration contained in Communique No. 5, should not 
fan up or instigate active demonstrations against the work of 
the Joint Commission or against one of the Allied powers or 
against the fulfillment of the Moscow decision. Those persons, 
parties or social organizations which, after the signing of the 
declaration contained in Communique No. 5, fan up or insti- 
gate active demonstrations against the work of the Joint Com- 
mission or against one of the Allied powers or against the ful- 
fillment of the Moscow decision, shall be excluded from further 
consultation with the Joint Commission. The decision on the 
exclusion of such persons, parties or social organizations shall 
be taken by agreement of the two delegations within the Joint 
Commission.” 

To expedite the resumption of the work of the Joint Com- 
mission and the formation of the provisional Korean demo- 
cratic government, J] am ready to accept the above amend- 
ments proposed by the American commander. I hope that thus 
there no longer exists any reasons for delaying the convening 
of the Joint Commission. 

In your letter you report that the United States Govern- 
ment is considering now a constructive program for the re- 
habilitation of Korean economy and her cultural and political 
development. I believe that in conformity with the Moscow 
Agreement on Korea, after finishing the work involved in the 
formation of the provisional Korean democratic government, 
the Joint Commission should consider, with the participation 
of this Government, proposals of the American and Soviet 
parties concerning measures for aid and assistance to the po- 
litical, economic and social progress of the Korean people, to 
the development of democratic self-government and the es- 
tablishment of Korea's state independence and submit agreed 
upon recommendations on these questions. 





(Letter from Secretary Marshall, May 13, 1947.) 


My pear Mr. Movotov: 

I have received your letter of May 7, 1947, and am pleased 
to note the agreement of your Government to the reconven- 
ing of a Joint Commission on the basis of the proposals made 
in the American commander's letter of Dec. 24, 1946, to the 
Soviet commander in Korea. Those proposals were authorized 
by this Government and are identical in purpose to the state- 
ment contained in the second paragraph of my letter of May 
2, 1947. 

I am instructing the American commander in Korea to 
make immediate preparations for reconvening the Commis- 
sion in Seoul. A copy of this letter has been sent to the gov 
ernments of the United Kingdom and China. 

I convey renewed assurances:-of my highest comsidera- 
tion. 

MARSHALL, 
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Treaty With Austria 
Approaches Actuality 


An Austrian peace treaty is much 
nearer actuality than surface appear- 
ances would indicate. Reports are cur- 
rent in several Allied capitals that a 
special meeting of the Council of 
Foreign Ministérs will be held in New 
York in August or September to con- 
clude negotiations on the Austrian 
treaty. The next announced meeting 
of the foreign ministers is set for Lon- 
don in the early winter. 


o 0o Oo 


British Conservatives now are say- 
ing that a general election would cost 
the Labor Government at least 100 
seats in Parliament and are predicting 
that the Tories will win control in the 
next election. They make the claim 
despite the fact that all significant by- 
elections have gone against them. The 
Conservatives, willing to wait out so- 
cialism, do not want a general election 
before 1950. 
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A sharp split inside the U.S. Cabi- 
net over the question of wool tariffs 
is in the making. Top executives in the 
Agriculture Department favor raising 
the duty as a protection for domestic 
wool growers. The State Department 
insists that the proposal runs counter 
to its program for freer world trade 
and urges a presidential veto. Real 
reason for State Department concern 
is that the U.S. delegation at the Ge- 
neva trade conference virtually prom- 
ised other countries that U.S. wool 
tariffs would not be increased. 


o 0 90 


Russia’s recent offer to send wheat 
to Britain wasn’t all that it seemed. 
What Premier Stalin actually offered 
British Foreign Secretary Ernest Bev- 
in was a proposition to ship wheat to 
England only after the Russian har- 
vest of 1948. That was too far in the 
future to interest the British now. 
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Crop Decrease Feared 
In Western Europe 


Chinese Nationalist armies are not 
doing so well against the Communists 
as Official statements from Nanking 
indicate. The Communists have 
switched from harassing operations to 
a full offensive. The Nationalists are 
hampered by overextended supply 
lines and a cumbersome system of 
communications. The result is that in- 
creasing amounts of ammunition fall 
into the hands of the Communists. 


coc oOo 90 


Gen. Lucius D. Clay has lost pa- 
tience with the British for going over 
his head on German problems. Clay 
complained that the British adminis- 
trator, Sir Brian Robertson had made 
a practice of referring disputed mat- 
ters to London which, in turn, took 
them up with Washington without 
Clay’s knowledge. Now Clay has an 
agreement that all future disputes, if 
unsettled by the commanders in Ger- 
many, will be taken up with the home 
governments jointly so that he will 
have an opportunity to present his 
views before a decision is made. 


o 0 90 


The Soviet news agency has closed 
its bureau in Buenos Aires. The inci- 
dent has reopened speculation about 
the cooling of relations between Rus- 


‘sia and the Argentine Government. 


The news bureau was shut down after 
the head of a Russian trade mission 
left Argentina without signing a com- 
mercial agreement with the Perdén 
Government. 


o 0 0 


Added to the present world prob- 
lem of food shortages is this fact: The 
crop outlook in Western Europe now 
is down about 10 per cent below last 





Work on Peace Pact 
For Japan Under Way 


year, when yields were only about 85 
per cent of prewar. This probably 
means more food troubles in Europe 
next spring. 


o 0 9 


Economists now have come up with 
an answer to the question of why re- 
covery from World War II is so much 
slower and more difficult than it was 
after World War I. They have made 
estimates showing that the first war 
ran up a total cost of $186,000,000,- 
000, while the second war cost the 
world more than $1,000,000,000,000. 
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Although it is being done quietly, 
preliminary work on a peace treaty 
for Japan now is under way. Actual 
peace negotiations before the end of 
the year are a strong possibility. 


9 98 9 


Some Japanese industrialists are 
trying to save munitions plants from 
reparations by converting them to es- 
sential production. In addition, they 
are starting to produce goods in some 
long-closed plants on the theory that 
the U.S., anxious to get the Japantse 
economy going, will be reluctant to 
award producing factories to repara- 
tions claimants. 


9 0 O 


One of the principal issues that 
remains unsolved in the bi-zonal op- 
eration of Western Germany is the 
question of denazification. The British 
administrator would like to ease up 
and, thus, get the services of skilled 
Nazis immediately. The U.S., on the 
other hand, wants a complete house- 
cleaning. This issue shows up in Bre- 
men, now under the American Mili- 
tary Government. Bremen’s city ad- 
ministration is undergoing a sharp 
shakeup of Nazis since the U.S. took - 
over control from Britain. 
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If you are engaged in State or regional promotion, whether to influence the location 
of a new industry, to develop agricultural resources, or to publicize vaca- 
tion and resort advantages, your advertising belongs on this page .... 





Because the people who read WORLD REPORT each week—more than 112,000 of them—are the very 
individuals whose viewpoint extends beyond their immediate surroundings. They have the authority 


within their organizations to decentralize operations and establish new plant facilities. 
And thev're travelers, too—-with the means to visit and enjoy your corner of America. 


They are a concentrated audience for your message. 


WORLD REPORT 





The only magazine of its kind—reporting, interpret- 
ing and forecasting the news of international affairs. 


WORLD BUSINESS IS FOUR BUSINESS 





HAROLD L. BEHLKE, ADVERTISING DIRECTOR, 30 ROCKEFELLER PLAZA, NEW YORK 20, N. Y. 





EXPERIENCE 1S THE 
BEST TEACHER! 


ITS TRUE IN DIVING... 
EXPERIENCE ([S 


THE BEST TEACHER! 

... AND IN SMOKING TOO. 

THE CIGARETTE FOR ME 
IS CAMEL! 


More people are smoking CAMELS today than ever before in history! 


Yes, exper ence during the shortage taught millions 
the differences in cigarette quality! 


IVING Champion Mildred O’Don- 
1) nell hasn't forgotten the war 
; : . shortage of cigarettes. ‘l never real- 
YOUR T-ZONE ized there were such differences in 
WILL TELL YOU... cigarettes until the shortage,” she re- 
T for Taste... calls. “That's when I really learned 
T for Throat... | what cigarette suits me best — Camel.” 
Thats your proving ground for any : Millions of others had the same ex- 
cigarette. See if Camels don't ce perience, with the result that today 
suit your ‘T-Zone toaT’ more Camels are being smoked than 
aes ever before in history. But, no matter IT WAS NO FUN, the cigarette 
how great the demand: shortage; but it was a real ex- 
= perience. That's when millions 
a. We don’t tamper with Camel of smokers learned the mean- 
quality. Only choice tobaccos, | ing of the phrase, “Camels suit 
properly aged, and blended in my ‘T-Zone’ toa 'T. 
the time-honored Camel way, 


are used in Camels. 3 ait 
R. J. Reynolds Tobacco Co., Winsten-Salem, N.C 


According to a recent Nationwide survey: 


More UOCTORS SMOKE GAMELS 


than any other cigarette 


Three nationally known independent research organizations asked 
113,597 doctors—in every branch of medicine—to name the ciga- 
rette they smoked. More doctors named Camel than any other brand. 








